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 This research aimed to analyze the effect of independent variables, Gross 
Regional Domestic Product (GRDP), Education, Open Unemployment, Minimum 
Wages and Human Development Index (HDI) on the dependent variable, Poverty 
Rate of West Nusa Tenggara (NTB) province in 2012-2017. The data used in this 
research was panel data which is the combination of time series and cross-section 
data of poverty in 10 districts or cities in NTB province during the period 2012-
2017, produce 60 observations. This research used secondary data analysis which 
sourced from Central Bureau of Statistics, National Labor Force Survey, Ministry 
of Labor and Transmigration of NTB Province, National Development Planning 
Board, National Socio Economic Survey and Scientific Researches. This research 
used Eviews 9 as data regression processing method.  
Results from this research showed that the effect of Gross Regional 
Domestic Product (GRDP), Education, Open Unemployment, Minimum Wages 
and Human Development Index (HDI) on Poverty Rate. This was shown by the 
results of the regression analysis of Adjusted R squared by 0,7302. It means 73,02 
% the variation of independent variables (Gross Regional Domestic Product, 
Education, Open Unemployment, Minimum Wages and Human Development 
Index) can explain the dependent variable (Poverty Rate in West Nusa Tenggara 
Province) and the remaining 26,98 % is explained by other factors outside the 
model..  
 Based on regression panel test result, Gross Regional Domestic Product 
(GRDP) towards Poverty has negative and insignificant influence partially. The 
increasing of Gross Regional Domestic Product in city or district in NTB province 
as much as 1%, will decrease Poverty as much as 0.08%. Education towards 
Poverty has negative and insignificant influence partially. The increasing of 
Education in city or district in NTB Province as much as 1%, will decline poverty 
as much as much as 1,12%. Open Unemployment towards Poverty has negative 
and insignificant influence partially. The increasing Unemployment in city or 
district in NTB province as much as 1%, will decrease poverty as much as 
xii 
  
0,0388%. Minimum Wages towards Poverty has positive and insignificant 
influence partially. The increasing Minimum Wages in city or district in NTB 
province as much as 1% will increase poverty as much as 0,30%. Human 
Development Index towards Poverty has negative and significant influence 
partially. The Increasing Human Development Index in city or district in NTB 
province as much as 1% will decrease poverty as much as 2,95%. Meanwhile, 
Gross Regional Domestic Product (GRDP), Education, Open Unemployment, 
Minimum Wages and Human Development Index (HDI) simultaneously have 
significant influence to poverty. The variation of poverty variable can be 
explained by the five independent variables as much as 73.02%, or in other words 
the contribution of Gross Regional Domestic Product, Education, Open 
Unemployment, Minimum Wages and Human Development Index to influence 
Poverty in NTB province as much as 73.02% while the remaining 26,98% is the 
contribution of the other variables that are not addressed in this research. In this 
research was found that Education, Open Unemployment, Human Development 
Index (HDI) and Gross Regional Domestic Product (GRDP) negatively affect 
Poverty rate while Minimum Wages positively affect Poverty rate. 
Key Words: Gross Regional Domestic Product, Education, Open 














Penelitian ini bertujuan untuk menganalisis pengaruh dari variabel 
independen, Produk Domestik Regional Bruto, Pendidikan, Pengangguran 
Terbuka, Upah Minimum dan Indeks Pembangunan Manusia terhadap variabel 
dependen, Kemiskinan provinsi Nusa Tenggara Barat pada 2012-2017. Data yang 
digunakan dalam penelitian ini adalah data panel, kombinasi data runtut waktu 
dan data persilangan 10 kabupaten atau kota pada periode 2012-2017, 
menghasilkan 60 observasi. Penelitian ini menggunakan analisis data sekunder 
yang bersumber dari biro pusat statistik, survei angkatan kerja nasional, 
kementerian tenaga kerja dan transmigrasi provinsi Nusa Tenggara Barat, badan 
perencanaan pembangunan nasional, survey sosial ekonomi nasional dan 
penelitian ilmiah. Penelitian ini menggunakan Eviews 9 metode proses regresi 
data. 
Hasil dari penelitian ini menunjukkan bahwa pengaruh Produk Domestik 
Regional Bruto (PDRB), Pendidikan, Pengangguran Terbuka, Upah Minimum dan 
Indeks Pembangunan Manusia terhadap Tingkat Kemiskinan. Hal ini ditunjukkan 
oleh hasil analisis regresi Adjusted R Squared dengan 73,02% variasi dari semua 
variabel independent (Produk Domestik Regional Bruto, Pengangguran Terbuka, 
Upah Minimum dan Indeks Pembangunan Manusia)  dapat menjelaskan tingkat 
Kemiskinan di Provinsi Nusa Tenggara Barat dan sisanya 26,98% dipengaruhi 
oleh faktor lain diluar model.  
Berdasarkan hasil uji panel regresi, Produk Domestik Regional Bruto 
terhadap Kemiskinan memiliki pengaruh negatif dan tidak signifikan secara 
parsial. Peningkatan Produk Domestik Regional Bruto di kota atau kabupaten di 
provinsi NTB sebanyak 1% akan menurunkan angka kemiskinan sebanyak 0,08%. 
Pendidikan terhadap kemiskinan memiliki pengaruh negatif dan tidak signifikan 
secara parsial. Peningkatan Pendidikan di kota atau kabupaten di Provinsi NTB 
sebanyak 1%, akan menurunkan angka kemiskinan sebanyak 1,12%. 
Pengangguran terhadap Kemiskinan memiliki pengaruh yang negatif dan tidak 
signifikan secara parsial. Peningkatan Pengangguran di kota atau kabupaten di 
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provinsi NTB sebanyak 1%, akan menurunkan angka kemiskinan sebanyak 
0,0388%. Upah Minimum terhadap kemiskinan memiliki pengaruh positif dan 
tidak signifikan secara parsial. Peningkatan Upah Minimum di kota atau 
kabupaten di provinsi NTB sebanyak 1% akan meningkatkan kemiskinan 
sebanyak 0,30%. Indeks Pembangunan Manusia terhadap Kemiskinan memiliki 
pengaruh negatif dan signifikan secara parsial. Peningkatan Indeks Pembangunan 
Manusia di kota atau kabupaten di provinsi NTB sebanyak 1% akan mengurangi 
kemiskinan sebanyak 2,95%. Sementara, Produk Domestik Regional Bruto, 
Pendidikan, Pengangguran Terbuka, Upah Minimum dan Indeks Pembangunan 
Manusia secara simultan memiliki pengaruh signifikan terhadap kemiskinan. 
Variasi variabel kemiskinan dapat dijelaskan oleh lima variabel independen 
sebanyak 73,02%, atau dengan kata lain kontribusi Produk Domestik Regional 
Bruto, Pendidikan, Pengangguran Terbuka, Upah Minimum dan Indeks 
Pembangunan Manusia untuk mempengaruhi kemiskinan di provinsi NTB 
sebanyak 73,02% sedangkan sisanya 26,98% merupakan kontribusi dari variabel 
lain yang tidak dibahas dalam penelitian ini. Di penelitian ini ditemukan bahwa 
Pendidikan, Pengangguran Terbuka, Indeks Pembangunan Manusia dan Produk 
Domestik Regional Bruto secara negatif mempengaruhi tingkat kemiskinan 
sedangkan Upah Minimum positif mempengaruhi tingkat kemiskinan. 
Kata kunci: Produk Domestik Regional Bruto, Pendidikan, Pengangguran 















1.1 Background  
 
Poverty of West Nusa Tenggara (NTB) province in September 2018 
reached 735.620 (14,63%) of the population, the poverty in NTB province has 
decreased compared to previous year 16,07 % in 2017, but the poverty in each 
region in NTB province considers very high. North Lombok region has the 
highest poverty level over six years (during 2012-2017) followed by East Lombok 
while the lowest poverty level is in Bima city followed by Mataram city. Poverty 
alleviation is still the main focus of every government in region, because many 
people in districts and cities still live under the poverty pressure. Poverty problem 
faced by region in West Nusa Tenggara (NTB) province made many people 
experiencing difficulties in access health and education services, lack of food, 
have no housing, inadequate education attainment, low purchasing power, 
unemployed and trap in social and economic problems. Poverty is a serious issue 
that is influenced by various factors including the level of income, education, 
health, geography, location and prevail economic conditions. Poverty limits many 
people to contribute in economic life, isolates from social life, unproductive, 
inadequate education attainment, traps in social and economic problems, slow 
economic growth, and increase unemployment. Poverty problem has faced by 
region mostly caused by lack of income, low education, have no occupation, lack 
of food and have no housing to ensure survival.  
The number of poor in West Nusa Tenggara province is quite high, in 
September 2018 reached 735.620 people (14,63 percent of the population) (The 
Regional Development Planning Board of NTB). NTB province administratively 
divided into 10 regions (8 districts and 2 cities). Economic growth of NTB 
province from 2012 to 2017 has fluctuated following by slowing poverty rate. The 
number of NTB workforce in August 2017 was 2,396,169 people, decrease by 
68,162 people compared to August 2016 (previous year) was 2.464.331 people. 
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Meanwhile, the number of unemployed was 79,449 people, also decreased by 
17,572 people compared to previous year was 97,021 people. Even though the 
natural resources of NTB province are abundant but many people still suffer 
poverty problem due to less knowledge on resources utilization, unemployed, lack 
of education, high inequality between districts and cities. Cities seem to have 
lower poverty rates than in districts, the lowest poverty rate is in Bima city while 
the highest poverty rate is in North Lombok district over the past six years (2012-
2017). The majority of NTB inhabitants are middle to lower class economies, 
mostly work in the agricultural sector. In some of rural areas are still difficult to 
access clean water, information, health, and the most difficult is access to 
education. Limited education have experienced by some people in rural areas 
causing lack of awareness and knowledge of local residents on the utilization of 
natural resources for living a decent life.  
Poverty that occurs in a region need to be seen as serious issue, because 
poverty has made people cannot access health, clean water, education, 
information, occupation, opportunity to participate in social life and achieve a 
decent life. In this research author choose to analyze poverty problems in West 
Nusa Tenggara (NTB) province. Because in this province, the poverty rate in each 
district or city is high and poverty reduction is relatively slow. Moreover, there is 
inequitable development between rural and urban areas, which made the problems 
of poverty in rural areas are more severe than in urban areas, this is triggered 
because there are still many people have no occupation, have no shelter, 
educational backwardness, lack of skill and information. Moreover, low income 
which is experienced by some people is what made people difficult to fulfill daily 
needs. 
 The problem of poverty is not only deals with economic but also social, 
cultural, and other aspects. According to World Bank Poverty refers to condition 
when people cannot fulfill their basic needs (food, shelter, house and sanitary), 
have inadequate education, have no access to health, have no occupation. 
According to Friedman (1965), poverty is an inequality of opportunity in 
accumulation a social power base. The social power base includes productive 
capital, financial resources, social and political organizations, social networks, 
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knowledge and skills, and information that are useful for the progress of life. One 
of the causes of poverty is the lack of income and assets to meet basic needs such 
as food, clothing, housing and acceptable levels of health and education. Besides, 
poverty is also related to inadequate job opportunities and usually those who are 
categorized as poor have no job (unemployed), and their education and health 
levels are generally inadequate (World Bank, 2004).  
Solving the problem of poverty cannot be done without addressing the 
problems of unemployment, income, education, health and other problems related 
to the problem of poverty (The National Development Planning Board). In order 
to alleviate poverty, development is an absolute requirement for a sustain 
prosperity of a region. Creating sustainable development is a crucial thing should 
be done by regions with the aims to create condition for the society to enjoy a 
supportive environment for healthy life, educate life, decent life and a productive 
life. High economic growth and sustainability is the main condition need for 
sustainable of economic development and improvement of welfare. Furthermore, 
Simatupang and Saktyanu (2003), stated that development must be done on a 
regular basis Integrate and sustainable according to priorities and needs of each 
area with established roots and national development goals through long term and 
short term development. Therefore, one of the main indicators of the success of 
development is the decreasing number of poverty.  
As we all know, many programs have been imposed by the NTB’s 
government to overcome poverty but still poverty reduction is not reach the goals. 
Many people experience insufficient income to meet basic needs, few 
employment (job opportunities), lack of education especially for children as the 
nation’s future generation, culture valued by society (women have no obligation 
to work), high income gap between the poor and the rich, bad infrastructures 
(difficult roads to economic sector and some rural areas). According to Todaro 
and Smith (2001) poverty alleviation and inequality is a core issue of all 
development problems as well as a key development policy objective. Poverty is a 
strategic issue and gets top priority to be addressed by governments, whole of 
Indonesia's blood, promote the common good, educate the nation and participate 
in world order based on freedom, eternal peace and social justice.  
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In West Nusa Tenggara (NTB) province many people still living under 
poverty pressure and the poverty during 2012-2017 began getting better.  Poverty 
total 735.620 in 2018 show a decreasing number as much as 1.840 people or 0,12 
percent decrease from previous year, was 737.460 people. Even though the 
number of poverty in NTB province experienced reduction but the reduction is 
very stagnant. All the regions in NTB province experience a slow decline in 
poverty therefore require analysis of the factors that affect poverty and what 
factors accelerate poverty reduction. The following is the poverty levels in West 
Nusa Tenggara (NTB) province during 2012-2017. 
Figure 1.1 
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Figure 1.1 captures that poverty level in West Nusa Tenggara (NTB) 
province during 2012 to 2017 tends to decrease but the decreasing relatively 
small. In 2012 the poverty level reached 18,63% and decreased to 16,07% in 
2017, so total reduction only 2,56% in six years (2012-2017). Moreover, poverty 
in NTB province every year (during 2012-2017) is considers high. The local 
government's effort to alleviate the problem of poverty is very serious. Local 
governments have struggled implement various policies and programs for poverty 
alleviation (for example; minimum wages policy, compulsory education, 
community activity unit, health and social securities) but the poverty reduction is 
still far from the expectation. The policies and programs have imposed by the 
governments have not yet shown optimal results due to there is still a gap between 
the plan and the achievement of objectives. Therefore, an integrated and 
synergistic poverty reduction strategy is needed to solve the problem rapidly. 
 Development is an objective for each region in West Nusa Tenggara 
(NTB) province whether development in terms of economy and human 
development. NTB development is a process of moving towards more good and 
sustains to achieve the goal of realizing the NTB society's justice, competitive, 
advance and achieve economic prosperity. Successful Development cannot be 
achieved if there is the poverty problem. The poverty alleviation program in NTB 
province should get serious attention in order to realizing the development goal. 
Constitution 17/2007 on national long term development plan, Presidential Decree 
No.7/2004 on national medium term development plan, chapter XVI on poverty 
alleviation, constitution 39/1999 on human rights, 54/2005 on poverty reduction 
coordination teams. Poverty is one of the main issues that should get attention and 
priority for every government. In order to the long term development to realize an 
orderly, progressive, peaceful and socially justice society, competitive and 
innovative populations, fair democracy, social development and equality between 
all people. Below is the poverty level by districts or cities in West Nusa Tenggara 






Percentage of Poor Based on Districts or Cities in West Nusa Tenggara (NTB) 











Sources: Central Bureau of Statistics by districts and cities in West Nusa 
Tenggara, 2012-2017 and National Socio Economic Survey. 
Figure above shows poverty level by districts or cities in West Nusa 
Tenggara province from 2012 to 2017. The figure above captures that poverty rate 
in each district and city in NTB province has a decreasing trends, but the 
decreasing is relatively slow. One of the districts in West Nusa Tenggara which 
has the highest number of poor people is North Lombok district. North Lombok 
has a problem of poverty and population welfare that needs serious attention. 
North Lombok has the highest poverty rate over six years, while the lowest is in 
Bima city followed by Mataram city. The Inequality that occurs between urban 
and rural areas is quite high. In 2017, The highest poverty is in the district of 
North Lombok 32,06 percent of the population followed by East Lombok 18,28 
percent while the lowest is in Bima city 9,27 percent of the population. North 
Lombok district suffers the highest poverty over six years. This indicates that 
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there is inequality between each region in NTB province. Above figure also shows 
that majority of the poor lives in districts which is rural area while cities seem to 
have lower poverty rate. The high level of poverty shows the proses of economic 
developments that have not been able to improve the welfare of society equally. 
Therefore, required to seek which factors induce poverty and which factors have 
contribution to alleviate poverty.  
 The majority of the poor lives in rural areas. This indicates that the 
government's efforts in reducing poverty throughout districts or cities did not 
distribute evenly. The government is expected to find a way out by formulating 
systematic and strategic steps as an effort to alleviate poverty whereas poverty is a 
shared responsibility, not only responsibility of  the government as a leader to the 
process of improving people's life but also the awareness and effort of the people 
to change their current condition of life. The persistent problem of poverty in the 
developing world has led function the efficacy of economic growth and 
development as a means of poverty alleviation (Roemer and Gugerty, 1997). 
Indeed, the lack of convergence in standards of living across regions is one of the 
great unresolved issues in the development and growth of the region’s economic. 
The development process in the regions impacts in increasing economic 
growth which improving the welfare of the society significantly. According to 
Todaro (1960), economists believe that the best way to combat economic 
underdevelopment is to enhance the rate of economic growth to the highest so that 
it can exceed the rate of population growth. In this way, the per capita income 
figure will increase so that automatically there will be an increase in the prosperity 
of the community and will eventually reduce the number of the poor. Economic 
growth is a crucial component in the economic life of all regions. Economic 
growth is the support to poverty reduction in regions .With economic growth rise 
in each region indicates that the governments are able to increase the prosperity of 
their society, so as to reduce the level of poverty.  
Gross Domestic Product (GDP) indicators of economic growth at national 
level while Gross Regional Domestic Product (GRDP) indicators of economic 
growth at regional level. In this research, we talk about GRDP because the author 
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intended to analyze the economic growth effect at the regional level. GRDP 
captures the ability of each region in managing their resources.  
According to Indonesian Bank, GRDP is one of important indicators to 
know the economic condition in an area within a certain period, either on the basis 
of current prices or constant prices. GRDP is the net value of goods and services 
the end of produced by various economic activities in an area in a period of time 
(Sasana,2006). The higher GRDP growth, the larger potential revenue receipted 
by a region or district. Below is the percentage of Gross Regional Domestic 
Product in regional level in NTB Province during 2012 until 2017. 
Figure 1.3 
GRDP at Constant 2010 Prices Based On Districts or Cities in NTB Province 
Expenditures 2012-2017 (in Percent) 
 
Source: Central Bureau of Statistics each district and city of West Nusa Tenggara  
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Figure above shows that Gross Regional Domestic Products (GRDP) for 
each district and city in NTB province fluctuates over six years. In 2017, the 
highest GRDP is in West Sumbawa 18,97 percent followed by Mataram city 8,07 
percent while the lowest is in district of Bima 6,02 percent. Low gross regional 
domestic products will affect the human social conditions and economic in a 
region. Low gross regional domestic product will also decreasing per capita 
income figures, decreasing per capita income lead to decreasing purchasing 
power, make people cannot meet basic needs which in turns increasing poverty. 
Decreasing economic growth can cause failure to achieve economic development 
goals that are economic prosperity and reduce the number of poverty. Problems in 
a regional development challenges are still being prioritized on basic social issues, 
such as the fluctuation of gross regional domestic products (GRDP) and poverty.  
On the other side, regional development should not only focus on 
economic growth (GRDP) but also consider how poverty results from regional 
development process. Increase economic growth led to increase competitiveness 
on the job market, has led many people being unemployed. Increase 
competitiveness on the job market has made difficulties in entering the job. 
Increase economic growth is not always followed by labor absorption. In order to 
be easier to entering the jobs, develop education support will create educated and 
highly skilled human resources and make it easier for them to enter the jobs. Low 
of education level can also be a factor causing poverty because many employer or 
firms request certain level of education, if people do not meet certain requirement 
they could not get the job. Increase education to be associated with a lower level 
of poverty within districts (Silva and Sumarto, 2015). This is because education is 
the most important part in the human development process.  
The low education attainment will result in the lack of knowledge, 
capabilities and skills which results in low work productivity of the person. 
Mostly low productivity results in low revenue. Because employer mostly 
increasing their worker wages if there is increase in the production, to produce 
maximum production need qualified workers and mastered in the fields given. 
Indeed, they have bargaining power so the employer can decide their salary 
according to their value (productivity), whereas for worker who has lower 
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bargaining power tends to get lower salary. Furthermore, commodity prices every 
year always increase, with low revenue making people could not afford food and 
services for living, ultimately number of poor arise. 
 In the regional level in West Nusa Tenggara (NTB) province the level of 
education can be measured by the size of the literacy rate. The Literacy rate used 
in this research is the percentage of people age 15 years and over who can read or 
write letters. Determination of the age limitation is needed because in fact there 
are already people of that age who have quit school, moreover people aged 15 and 
over can be included as a workforce. This limit is needed so that the numbers 
better reflect the actual conditions in a region given. People with good education 
background mostly can choose job they wish or that suit their education and earn 
higher revenues. The following is the percentage of literacy population in districts 
or cities in NTB Province year 2012-2017 in percent. 
Figure 1.4 
Literacy of Population Aged 15 Years and Over Based On Districts or 
Cities in NTB Province 2012-2017 (in Percent) 
 
Sources: Central Bureau of Statistics by districts and cities in West Nusa 
Tenggara, 2012-2017 and National Socio Economic Survey. 
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Figure above shows that the growth of literacy rate in each district and city 
in West Nusa Tenggara (NTB) province fluctuates every year. In 2017, the 
highest literacy is in Bima city 95,79 percent followed by West Sumbawa 94,54 
percent while the lowest is in Central Lombok 80,94 percent of the population. 
The Literacy rates capture that Bima city is the most develop regions in term of 
education, followed by West Sumbawa and Mataram city, while the two regions 
have the lowest literacy is in Central and North Lombok over six years.  Provide 
adequate education is very crucial in order to create future success and increase 
future earnings of people. If the educational condition of a region has dropped, 
then the poverty of a region will rise.  
Education concerns development and at the same time maintains the 
identity of a region. Many poor people experience lack of skills, inadequate 
knowledge and information made them being ignore from job vacancies and 
social life. Therefore, it became important for us to realize that poverty can lead to 
ignorance, and ignorance then lead to unemployment, eventually lead to poverty. 
Other factor that also contributes to influence the level of poverty is 
unemployment.  
Unemployment refers to a person or group of people who categorized as 
labor force looking for job but cannot get desired job in their respective area. 
Poverty is also related to limited job fields and usually those who are poor have no 
job or have no permanent job. According to Sukirno (2000), Unemployment will 
lead to reducing people's income, lead to decreasing purchasing power, and reduce 
the level of prosperity that has been achieved. The decline in the level of 
prosperity will lead to other problem that is poverty.  
The number of unemployment in a region is a serious problem. Because 
increasing unemployment growth can cause failure to achieve economic 
development goals that are welfare of the people and reduce the number of 
poverty. Unemployment can affect poverty in many ways (Tambunan, 2001). 
Unemployment blocked people to participate in the economic and social life, 
unemployment made society could not achieve level prosperity as their 
surroundings, unemployment created a gap between the poor and the rich, 
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unemployment made people lose their jobs. The loss of job causes reducing the 
revenues and decreasing purchasing power, most of the revenues are used by the 
poor to purchase daily necessities. Reducing the revenues made difficulties for 
them in fulfilling daily needs. Furthermore, if these unemployment problems 
occur in low income groups especially those with income level slightly above the 
poverty line, then unemployment problems will easily shift their position to the 
poor. Which means that the higher the unemployment rate the greater the poverty. 
Unemployment which have experienced by people cause due to limited job fields, 
competitive job market and mostly due to lack of skill required. Below is the 
unemployment rate in districts or cities of NTB province from 2012 to 2017. 
Figure 1.5 
Open Unemployment Rates in Districts or Cities in NTB Province 2012-
2017 (in Percent)
 
Sources:  National Labor Force Survey and Central Bureau of Statistics of NTB 
province 
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Figure above captures that the open unemployment in districts and cities in 
West Nusa Tenggara (NTB) province are fluctuate every year. In 2017, the 
highest unemployment rate was in Mataram city 5,35 percent while the lowest 
was in Bima district 1,55 percent of the population. The figure also shows that the 
unemployment rate more severe in cities than in districts this is might due to most 
rural labor force moves to cities because they mostly assume that many available 
jobs are in the cities. While in fact job vacancies in city are more competitive than 
in the rural areas, mostly employers hire a few qualified numbers of workers, it 
makes the rest of the labor become unemployed. So the number of unemployment 
shifts to cities. Rapid labor force growth rates and relatively slow job absorption 
cause unemployment problems more serious.  
Another factor that determines the poverty of a society is the level of 
income. According to the World Bank, one of the causes of poverty is the lack of 
income to meet basic needs. Indeed, the higher the income the more prosper the 
society. High income helps people in obtaining good and services they need for 
living, increasing purchasing power, bettering education, maximizing person 
potential, increasing living standard and improving health. The high or low level 
of poverty in West Nusa Tenggara (NTB) province highly depends on the income 
received by society. Each region in NTB province has various minimum wages. 
The average minimum wage of the city is determined by Governor (Source: 
employment act number 13 year 20013).  
The average minimum wages become base consideration in determining 
salary in a business institution. The number of the average minimum wages in the 
city depends on city’s economic growth. The higher economic growth, the higher 
average minimum wages received by society (source: City planning board of NTB 
province, 2018). The average minimum wages in each district or city in NTB 







Minimum Wages by District or Cities in NTB Province Year 2012-2017 
(in rupiah) 
 
  Sources: Labor and Transmigration Agency of NTB Province and Province 
Planning Board of NTB province.  
 Based on the figure above the minimum wages by districts or cities in 
West Nusa Tenggara province in 2012-2017 are tends to increase. This increasing 
trend of minimum wages is followed by a decreasing percentage of poverty. The 
highest minimum wages rate in 2017 is in West Sumbawa followed by Bima and 
while the lowest is in West Lombok. The increasing of average minimum wages 
is generally followed by declining percentage of poverty of West Nusa Tenggara 
province. This positive improvement, expected can solve the poverty problem 
caused by lack of income. It means the people who employed can increase their 
own welfare through fulfilling their primary needs because will increase 
purchasing power. So, they can quit from problem of poverty.  
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Policy background for Minimum Wages formation is provisions of article 
2 paragraph 2 governor’s regulation number 31 year 2010 about minimum wages 
West Nusa Tenggara province. The government imposed minimum wages in 
order to protect labor from unfair wages. Minimum Wage was determined by the 
government to protect new labor or labor who have worked less than one year 
moreover the further wages are determined by both parties. Because of the prices 
of daily consumption increase every year needs additional revenue each year. 
The United Nations Development Program (UNDP) has argued that 
poverty can evolve not only due to the necessity of material wellbeing but also 
due to the denial of opportunity for living a tolerable life. The UNDP further 
elaborates that human poverty is more than income poverty: it is a rejection of 
choices and opportunities for living a tolerable life (UNDP, 1997). 
Human development purposes are not just increasing income but also give 
as much possible opportunities for individual in fulfilling their rights, freedom of 
choices, improve capabilities and opportunities to work, creative life, live a 
healthy life, removal of ignorance and the creation of opportunities to lead worth 
life. This raises the consideration of Human Development Index (HDI) for 
reducing poverty is very important since HDI captures development in a very 
broad sense not just on the distribution of real income each individual but on the 
enhancement of some indicator of the quality of life, such as health and 
knowledge indicator. The following is the Human Development Index (HDI) by 











Human Development Index by Districts or Cities in NTB Province Year 
2012-2017 (in Percent) 
 
Source: Central Bureau of Statistics of each district and city in NTB province 
Based on the figure above the Human Development Index (HDI) in 
districts and cities in NTB province are tends to increase. This increasing trends of 
HDI is followed by decreasing number of poverty, the biggest HDI is in Mataram 
city followed by Bima city while the lowest is in North Lombok. Mataram city 
has HDI 77,84 percent which is the highest in 2017 while the lowest 63,04 percent 
in North Lombok. In general, The Human Development Index of each district or 
city in West Nusa Tenggara province tends to increase during 2012 to 2017 
period. This increasing trend of Human Development Index (HDI) is followed by 
a declining percentage of poverty. Due to Human development essence includes 
about occupation concept. Indeed, occupation gives a sense of economically 
secure. Occupation also contributes to economic growth, poverty alleviation, 
employment creation, moreover occupation connect people with others build 
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relationships between community and society. Occupation is not only just effort to 
increase economic wealth but also expand knowledge, enlarge communities so 
eventually create relationship between group, create culture value, create human 
potential, increase creativity and skills, improve the quality of human 
development and guarantee of future success hence human development index 
assess crucial aspects of like (education, health and occupation), make people 
more productive led to increase revenue ultimately reduce the poverty level.  
People who categorized as poor mostly have no occupation, and their 
education and health level are generally inadequate. Addressing the problem of 
poverty cannot be conducted separately from the problems of economic growth, 
unemployment, income, education, and human development index related to the 
problem of poverty. This study was conducted in West Nusa Tenggara province 
(NTB) in the period 2012-2017 because in this period this province had a 
phenomenon of changing of economic condition that fluctuated the gross regional 
domestic product (GRDP), increased the minimum wages and human 
development index followed by decreasing the percentage of poverty.  
Based on the background of the above problems, in the province of West 
Nusa Tenggara (NTB) in the period 2012-2017 there was a phenomenon of 
fluctuating open unemployment rate, increasing human development index, 
increasing minimum wages, but the poverty rate is still high. Therefore it is 
important to know the factors that affect poverty in each district or city in NTB 
Province. In this research will analyze how the effect of Gross Regional Domestic 
Product (GRDP), Education, Unemployment, Minimum Wages and Human 
Development Index (HDI) variables to poverty level in West Nusa Tenggara 
(NTB) province in 2012-2017. This research will use panel data method that is 






1.2 Research Problems 
 
Characteristics of poverty in West Nusa Tenggara (NTB) province is 
marked by very high poverty disparity between regions. Bima city and Mataram 
city have small poverty rate over 6 years (2012-2017), amounted to 9,27% and 
9,55% in 2017. While North Lombok district has the highest poverty rate in NTB 
province over 6 years (2012-2017) reached 32,06% in 2017. Poverty is one of the 
socioeconomic problems in assessing the success of development conducted by 
the government in an area. A lot of social and economic problems arise from 
increasing poverty. Poverty in West Nusa Tenggara (NTB) province has 
decreased from previous years, but poverty in NTB province until 2017 shows the 
number of the poor is still quite high, Uneven development in NTB province, 
causing districts get less attention from the central government. According to 
Central Bureau of Statistics, 32.06% of North Lombok's population is living 
below the poverty line, 18,28% of East Lombok’s population also living below 
the poverty line. It shows that not yet the maximal policy of West Nusa Tenggara 
(NTB) Provincial Government in alleviating poverty problems. In fact, with the 
establishment of Poverty Prevention Coordination Team by NTB provincial 
government is expected that factors affecting poverty such as gross regional 
domestic product (GRDP), education, human development index, unemployment 
and minimum wages can minimize poverty levels in NTB province. Based on the 
background above, the formulation of the problems in this research study are as 
follows: 
1. How is the effect of Gross Regional Domestic Product (GRDP) towards 
poverty in NTB province in 2012-2017. 
2. How is the effect of education towards poverty in NTB province in 2012- 
2017. 
3. How is the effect of open unemployment towards poverty in NTB 
province in 2012-2017. 




5. How is the effect of human development index towards poverty in NTB 
province n 2012-2017. 
 
1.3 Objectives and Purposes 
1.3.1 Research Objectives  
1. Analyze the effect of Gross Regional Domestic Product (GRDP) towards 
poverty in NTB province. 
2. Analyze the effect of education towards poverty in NTB province. 
3. Analyze the effect of open unemployment towards poverty in NTB 
province. 
4. Analyze the effect of minimum wages towards poverty in NTB province. 
5. Analyze the effect of human development index towards poverty in NTB. 
Province. 
 
1.3.2 Research Purposes 
This research is expected to give a contribution to: 
1. Policy Makers. For policymakers, this research is expected to provide 
useful information in understanding the effect of size of GRDP, education, 
open unemployment, minimum wages, and human development index to 
poverty so that it can be used as an option for policymaking in 
development planning. 
2. Science. In general, the results of this research are expected to add the 
repertoire of economics, especially economic development. Specific 
benefits for science that can complete the study of poverty by empirically 






1.4 Systematics of Writing 
 
This research is structured with Chapter system consisting of: Chapter I 
Introduction, Chapter II Literature Review, Chapter III Research Methodology, 
Chapter IV Result and Discussion, and Chapter V Conclusion, Limitation and 
Suggestion. 
CHAPTER I : INTRODUCTION 
Describe the Background of Research Problems, Research 
Problems Formulation, Research Objectives and Purposes, and 
Systematics of Writing. 
CHAPTER II : LITERATURE REVIEW 
Describe the Theoretical Basis, the Relationship between 
Independent Variables to the Dependent Variable, Previous 
Research, Theoretical Thinking Framework, and tries to attract a 
Research Hypothesis. 
CHAPTER III : Research Methodology 
Describe Research Variables and Operational Definition, Types 
and Data Sources, Data Collection Methods, and Data Analysis 
Methods. 
CHAPTER IV : Result and Discussion 
Describe Descriptive Analysis and Research Objects, Data 
Analysis, Hypothesis Testing, and Discussion. 
CHAPTER V : CONCLUSION, LIMITATION AND SUGGESTION 
  Describe the Conclusions obtained in the result and discussion, 







2.1 Theoretical Basis 
2.1.1 Poverty 
 Poverty refers to a condition when a person cannot afford primary needs to 
guarantee survival, such as need for food, shelter, education, occupation, sanitary, 
clothes, health, and opportunity to participate in social life. Poverty indicated by 
lack of capital, resources, land, knowledge and skill to achieve prosper life. 
Furthermore, poverty made difficult access to health and education services, 
rejection in the labor market and ignorance in social life.  
 Hall and Midgley (2004), poverty is as a condition of material and social 
deprivation that causes individuals to live under a decent standard of living, or 
conditions in which individuals experience relative deprivation compared to other 
individuals in society. 
 Bradshaw (2005), defines poverty as a deficient situation. Basic food, 
shelter, health facilities are basic needs that must be fulfilled in a dignified life. 
While according to Bloom and Canning (2001), a person is considered to be poor 
when subjected to capability deprivation in which a person experienced a 
substantive lack of freedom. This substantive freedom has two sides: opportunity 
and security. Opportunity needs education and security requires health 
 According to United Nations (UN), poverty has varied manifestations, 
including limitation income and sufficient production resources to guarantee 
continuous livelihood, hunger, and malnutrition, low health, limited access to 
basic education and services, increasing the number of people with diseases and 
deaths due to disease, homelessness and slum houses, unhealthy environments, 
and social discrimination and alienation. Poverty is also characterized by 




 Poverty is the denial of choice and the most important thing for human 
development to lead a long healthy, creative life and enjoy a decent standard of 
living freedom, self-esteem and respect from others (World Bank).  
 According to Central Bureau of Statistic (BPS) poverty is seen as an 
economic inability to fulfill basic food and non-food needs (measured in terms of 
expenditures). Poverty is a situation of inadequacy that occurs not because of the 
will of the poor, but because of circumstances that cannot be avoided by the 
power that is available to them (National Development Planning Agency, 2003). 
 Poverty also can be seen from the lack of resources that can be used to 
meet the need of life and improve the welfare of a group of people. Furthermore, 
poverty can be seen from the level of access to power that has an understanding of 
the political system that can determine the ability of a group of people in reaching 
and using resources. Socially, poverty can be seen from the lack of networks and 
social structures which support the opportunity to increase productivity.  
From those definitions it is understood that poverty refers when a person 
or group of people cannot afford the level of economic prosperity that is 
considered a minimal need of a certain standard of living or a condition in which a 
person does not has capabilities and opportunities in the fulfillment of decent life 
needs. In other words, poverty is understood as a lack of money and goods to 
guarantee survival, lack of access to education, occupation and social life, not able 
to access resources, education, health, information, freedom, self-esteem and 
respect.  
 The problem of poverty is still difficult to overcome, this is because 
poverty is multidimensional this means the human needs are various, so poverty 
also has many primary aspect which is in the form of poor of asset, sociopolitical 
organization, knowledge, and skill and secondary aspect which is in the form of 
poor social network, finance, and information. The dimensions of poverty are 
manifested in the form of malnutrition, bad sanitary, unhealthy housing, poor 
health care, and low levels of education. In addition, according to Simatupang and 
Dermoredjo (2003), poverty dimensions interrelated either directly or indirectly. 
This means progress or decline on one aspect may affect the progress or decline of 
23 
  
other aspects. And another aspect of this poverty is the poor are human beings 
both individually and collectively. 
 
Causes of Poverty 
Sharp (1997) stated that there are three factors causing poverty if viewed 
from the economic side:  
 First, poverty arises because of the unequal pattern of resource ownership 
which results in an unbalanced revenue distribution. The poor only have 
limited resources and low quality.  
 Second, poverty arise due to differences in the quality of human resources. 
Low quality human resources means low productivity, which in turn in 
low wages. The low quality of human resources is due to the low level of 
education, unlucky fate, discrimination or heredity. 
 Third, poverty arises because of differences in access to capital. 
 According to Spicker (2002) the causes of poverty can be divided into four 
explanations: 
a. Individual explanation, poverty caused by characteristics the poor 
themselves: lazy, wrong choice, fail at work, congenital defects, not ready 
to have children and so on. 
b.  Familial explanation, poverty caused by heredity, where intergeneration 
recurrent misfortune occurs, mainly due to lack of education. 
c. Subcultural explanation, poverty caused by behavioral characteristics of an 
environment which results in the moral of society. 
d.  Structural explanations, regard poverty as the product of society that 






According to Todaro and Smith (2006), poverty problems are faced by 
developing countries due to the interaction between the following 6 
characteristics: 
a. The national income level of developing countries is low, and the rate of    
 economic growth is slow. 
b. Income per capita of developing countries is still low and growth is very 
slow, even some are stagnant.  
c. Distribution of income is relatively uneven. 
d. The majority of the population in developing countries must live under the 
 pressure of absolute poverty. 
e. Bad and very limited health facilities and services. 
f. Education facilities in most developing countries and their curriculum 
contents are relatively less relevant or less adequate. 
The World Bank identifies the causes of poverty from the perspective of 
individual access to a number of important life supporting assets, are: 
a. Basic life assets (example health, skill or knowledge). 
b.  Natural assets (example farmland or processed land). 
c. Physical assets (example capital, production tool and infrastructure). 
d. Financial assets (example bank loans and other loans). 
e. Social assets (example social security and political rights).  
The absence of access from one or more of the above assets is the cause of 
people entering into poverty. Moreover, according to Arsyad, poverty can occur 
because members of the community do not or have not participated in the process 
of change caused by inability to possess the factors of production or inadequate 
skills. 
According to Samuelson and Nordhaus (1997), the cause and occurrence 
of poor people in low income countries is due to two main things that are low 
levels of health and the slow quality of education improvement. Therefore, efforts 
to be made by the government are to eradicate the disease, improve health and 
nutrition, improve the quality of education, improve literacy, and improve the 
skills of the people. Those are efforts to improve the quality of human resources. 
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One of the causes of poverty Amijaya (2008) is the equitable distribution of 
development that has not spread evenly, especially in rural areas. The poor in rural 
areas is estimated to be higher than the urban poor. Rural and urban work 
opportunities have not been able to encourage income generation for the 
community, especially for poor households. Another cause is that the poor have 
not been able to reach basic services and facilities such as education, health, 
sanitation, and transportation. Malnutrition still occurs in the poor society. This is 
mainly due to the inadequate coverage of social protection for the poor. Social 
assistance to the poor, relief services to vulnerable communities such as disabled, 




Nurkse, (1953) distinguishes poverty in three categories, namely: 
1) Absolute Poverty 
A person belongs to the absolute poverty if their income is below the 
poverty line and not enough to fulfill the basic needs of their life. The 
concept is intended to determine the minimum level of sufficient income 
to meet the physical needs of food, shelter, and housing to ensure survival. 
The main difficulty in the concept of absolute poverty is to determine the 
composition and the level of minimum needs because they are not only 
influenced by customs, but also the climate, the level of development of a 
country, and other economic factors. However, in order to live a decent 
life, a person needs goods and services to meet their physical and social 
needs. 
2) Relative Poverty 
A person belongs to relative poverty if they have been able to meet the 
basic needs of their life, but still much lower than the circumstances of the 
surrounding society. Based on this concept, the poverty line will change 
when the level society life changes so that the concept of poverty is 
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dynamic. Therefore, poverty can be seen from the aspect of social 
inequality which means the greater the inequality between the level of 
livelihood of the upper classes and lower classes, the greater the number of 
people who can be categorized as the poor. 
3) Cultural Poverty 
A person belongs to cultural poverty if the attitude of a person or group of 
people do not want to try to improve their level of life even if there are 
efforts from others who help them, in other words a person is poor because 
of his own attitude that do not want to improve their condition. 
According to Djojohadikusumo (1995) there are four patterns of poverty:  
a. Persistent poverty, poverty that has been chronic or hereditary.  
b. Cyclical poverty, which is poverty that follows the pattern of the entire 
economic cycle.  
c. Seasonal poverty, which is depended on season as found in the case of 
fishermen and farmers of food crops.  
d. Accidental poverty, which is poverty due to the occurrence of natural 
disasters or the impact of a particular policy that leads to decreased level 
of welfare of a society. 
Sach (2005) distinguishes poverty in three categories: extreme poverty 
(absolute), moderate poverty and relative poverty. Extreme poverty is the situation 
of households that are unable to meet basic needs in maintaining survival. 
Households experiencing extreme poverty are in a chronic hunger situation, 
unable to access health facilities, do not have clean drinking water sources and 
good sanitation, are unable to send some or all children in the household, and may 
lack basic shelter. Moderate poverty refers to the condition that households can 
fulfill basic needs but only for basic needs. Hence, relative poverty is interpreted 
as household income below the proportion of the average national income. 
Households that are included in relative poverty in high-income countries, do not 
have access to cultural objects, entertainment, recreation, and quality health 
services, education and other benefits for social groups above.  
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Poverty can be distinguished according to its nature which consists of: 
absolute poverty and relative poverty. The concept of absolute poverty is the 
number of people living below the minimum income level needed to fulfill basic 
needs such as food, clothing and shelter. While relative poverty is a living 
condition for the community (Todaro,2008), even though the level of income has 
been able to reach a minimum level of basic needs but still remains much lower 
than the condition of the surrounding society. This means that the determination 
of poverty highly depend on the revenues in the given areas. Even though they can 
fulfill necessity of life such as food, shelter and clothes but if the revenues to 
purchase others things outside them it can conclude that their purchasing power 
still below prevail condition in the society.  
 
Poverty Characteristics 
 According to Hartomo and Aziz (1997) People who live below poverty 
line have some characteristics ie;  
a. They generally do not have self-production factors, such as land, capital 
even skill. Production factors they have not much so the ability to acquire 
income become very limited. 
b. They do not have possibility to acquire production access with their own 
power. Income has not enough to get land even capital for open business. 
While the requirement to get credit from the bank such as credit 
guarantees like land and other assets. So they who wants the credits 
involuntary go to unofficial finance which usually determines high 
interest.  
c. Their education level still low, example, do not finish elementary school. 
Their productive time wasted looking for a livelihood, so no more 
additional time for study, their children could not pass school because 
must help their parents seeks additional income or look after their siblings 
in house. So hereditarily they trapped to poverty.  
d. Most of the poor live in rural areas, many of them do not have land, 
generally, they become farm workers or rude workers outside the farmer 
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because agriculture working seasonally hence work sustainability is not 
guaranteed. Many of them then working as requested, work anything, in 
abundant labor supply hence income level become lower so trapped them 
below poverty line, push by difficulties in rural area many of them move 
to urban area.  
e. Most of them live in urban area still young and have no skills or education, 
while city in many countries in developing term do not ready to 
accommodate rural urbanization movement.  
Supriatna (1997) suggests five characteristics of the poor, including: 
a. Do not have their own production factor. 
b. Do not have the possibility to obtain production assets with their own 
strength. 
c. Education levels are generally low. 
d. Many of them do not have facilities. 
e. Among them are relatively young and do not have adequate skills or 
education.  
Criteria in determine the poverty level (Socio-Economic Data Collection, 
2005), are:  
a. The floor area of the house is less than 8 𝑀2 
b. The type of floor of the house is not permanent 
c.  The type of wall of the house is not permanent 
d.  Do not have sanitation or sanitation together 
e.  Home lighting sources do not use electricity 
f.  Source of drinking water comes from wells / unprotected water   
sources/rainwater. 
g.  Eat beef/milk/ chicken once a week 
h.  Food consumption more than 80% of income  
i.  Informal income is less than Rp. 350,000 / month 
j.  Do not have savings or goods that are worth more than Rp. 500,000 
Those parameters of poverty are used to measure and categorize the 
poverty level in NTB province. Most of them are relating to economic condition, 
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how they afford fulfilling their primary needs (food, dressing, housing, education, 
and health). The lower the incomes, the lower ability to fulfill their need. 
Meanwhile, to help them to pass out from poor circle, NTB government needs to 
take attention in giving solution about their income and poverty problem.   
 Based on some explanation above then can be conclude that poor people 
have some characteristics such as: 
a. Low quality of human resources including health, education, awareness 
capabilities, and skills. 
b. Low human resources quality culture such as low work ethics and laziness.  
c. Do not have physical ownership including land, machinery and capital. 
d. Lack awareness the importance of education. 
e. Low income. 
f. Have no access to decision making process.  
 Determination of poverty indicators can be divided into two approaches 
namely monetary approach and non-monetary approach. The monetary approach 
uses factors that are directly related to money or variables that are converted into 
the value of money. The monetary approach uses the value of income or the value 
of certain consumption expenditures which are considered to fulfill basic needs 
which are used as poverty lines to determine poor or not poor status. Income 
according to Haig and Simons is consumption which is reduced by changes in net 
worth. Whereas consumption expenditures is the sum of the value of the goods or 
services purchased and the goods or services produced by society. The monetary 
approach uses the value of consumption expenditure is considered better when 
compared to income values for several reasons: (i) consumption is a better 
outcome than income (actual consumption is more related to welfare conditions in 
meeting basic needs); (ii) consumption may be better measure than income (for 





Development approach is needed which centered to community is very 
relevant as a paradigm of decentralization policy in handling social problems 
including the problem of poverty. This approach is aware of how important the 
capacity of the community is to increase internal independence and power through 
the ability to exercise internal control over the material and nonmaterial resources. 
 
Poverty Measurement 
 Many measurements determine poverty rate, one of them is the poverty 
line. Poverty line is a measure that states the amount of expenditure to meet the 
minimum basic needs of food and non-food needs, or a standard that states the 
limit of a person is categorized to be poor when viewed from the point of 
consumption. The Poverty Line is the sum of the food poverty line and the non 
food poverty line. The poverty line is used to know the limits of a person being 
said to be poor or not, so that the poverty line can be used to measure and 
determine the amount of poverty. The poverty line used by each country is varies, 
so there is no single poverty line that is generally accepted. This is due to 
differences in location, economic condition, culture, standard of living needs and 
difference in living costs.   
For West Nusa Tenggara Province, the person is categorized as poor if per 
capita expenditure per month is less than Rp. 402,349. Determination of the figure 
of Rp. 402,349 per month comes from the sum of food poverty lines and non-food 
poverty lines. For minimum food requirements, a standard of 2,100 kilocalories 
per capita per day is used (Central Bureau of Statistic of NTB). Whereas for the 
expenditure of non food minimum needs includes expenses for housing, clothing, 
education and health. While according to the World Bank sets a poverty line 
based on per capita income of $ 1.90 a day. 
 According to Hikmat (2004) that the community development process 
should be assumed on the following principles:  
a. The direction of community development always emphasize on increasing 
participation in social structures. 
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b. The occurrence of various conditions of dissatisfaction felt by citizens 
today must be used as a starting point for community development 
programs. 
c.  Dissatisfaction felt and experienced by community members must be 
channeled into joint planning and problem solving actions. 
d. Implementation of community development programs must include 
leaders who are identified and accepted by various major social groups in 
the community. 
e. Organizations implementing community of development programs must 
develop effective communication channels in various main social groups, 
and strengthen the group's ability to work together to implement flexible 
work procedures, without undermining regular decision making patterns. 
f.  Determination of community development programs must be based on the 
join decision of the community itself, taking into account the pace of the 
community and fully involving the community in the development 
planning process. 
 
Another effort to overcome the problem of poverty is the active 
participation of the entire community on economic process through a massive 
movement. This movement was carried out to eliminate the impression that 
poverty reduction efforts were only the responsibility of the government. The 
active participation of the community also shows that they have deep empathy 
that is built on the principle of penance, foster care, and refinement. The 
government's concern in poverty reduction can be seen through the program of the 
Poverty Reduction Program have been implemented since 1998, NTB’s 
government provided budget 1,7 trillion for poverty alleviation in 2017 through 








2.1.2 Gross Regional Domestic Product 
 GRDP is the net value of goods and services produced by various 
economic activities in an area in the given period (Sasana, 2006). GRDP can 
capture the ability of region to manage its natural resources. Therefore the amount 
of GRDP generated by each region depends on the potential of human resources, 
natural resources and factors of production of the region. The differentiation in the 
supply of these factors cause the size of GRDP varies between regions. Moreover 
Kuznets (1955) stated that economic growth is the long term capacity building of 
the country concerned to provide various economic goods to its inhabitants. The 
increase in capacity itself is determined by technological advances, institutional 
and ideological adjustments to the various demands of existing circumstances. 
Mankiw (1995) the existence of economic growth means that there is an 
increase in production, thereby increasing in production which in turn will reduce 
poverty. Based on previous research conduct by Fosu (2017) that economic 
growth has significance impact on poverty reduction in developing countries, East 
Asia and Pacific registered spectacular Growth Domestic Product (GDP) growth 
per capita, resulting in substantial poverty reductions over both sub-periods. 
Second, for Eastern Europe and Central Asia, the large per capita Growth 
Domestic Product decline in the first period seems to account for the considerable 
increase in poverty during that period, conversely, a substantial decrease in the 
poverty rate during the latter period accompanied that period’s strong economic 
growth. Third, considerable poverty reduction seems to have resulted from the 
rather modest GDP growth in Latin America and Carribean, especially during the 
latter period. Fourth, the moderate GDP growth of the Middle East and North 
Africa was transformed to appreciable poverty declines during the early sub-






Kuznets (1995) makes economic growth characterized by 3 main points, among 
others: 
1. The rate of growth per capita in the real sense.  
2. The rate of growth per capita in the nominal sense. 
3.  The distribution of labor force by sector of production activity. 
 
Factors of Economic Growth 
Kuznets (1995), economic growth factors consist of: 
a. Human Resources 
Human Resources is one indicator of a country's economic growth. Human 
Resources factors can accelerate or even slow down the process of 
economic growth. Improving the quality of human resources has an impact 
on productivity and capabilities that triggers an easier job search. In 
contrary, decreasing the quality of human resources causes an increase in 
the number of unemployed which is aggravated by fewer jobs. Increasing 
unemployment can lead to higher poverty in the community. 
b. Natural Resources 
Natural resources refer to environmental conditions and raw materials used 
by humans to meet their needs and improve their welfare. With the 
availability of natural resources people can open and run their business. 
c. Advancement of Science and Technology 
A country is said to be advancing in the economy when it experiences an 
increase in the use of science and technology. Nowadays, company 
prioritizes technology to produce more efficient goods and services this 
led to reduce the use of human resources. Therefore advancement of 
technology requires high skilled people. 
d. Inflation Rate 
Inflation is also one of factors that affect economic growth. Inflation exist 
when the rate of circulation of money is out of control, increased prices in 
general, affect the productivity of raw materials because it causes an 
increase in the company's operating costs for supplying raw materials. Not 
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only that, the existence of inflation will affect the salaries of employees of 
a company and households. 
e. Interest Rate 
Economic development influences a country's interest rates. This growth 
tends to make interest rates rise because of an increase in people's income. 
High interest rates negatively affect businesses or individuals who 
generally use loan capital in order sustainability of their business. 
 Boediono (1999) states that economic growth is one of the long term per 
capita output growth process where the emphasis is on 3 aspects, among others: 
a. Process, economic growth is not a picture of an economy that sees how an 
economy is develop or change over time. 
b. Output per capita, economic growth due to an increase in output per 
capita, in this case there are two important elements such as total output 
and population. 
c. Time frame, that is, an increase in output per capita for 1-2 years ago 
followed by a decrease in output per capita is not an economic growth. It is 
said to grow if for a long time (5 years or more) increased per capita 
output. 
 
 Economists believe that the best way to combat economic 
underdevelopment is to increase the rate of economic growth to the highest so that 
it can exceed the rate of population growth (Todaro, 1960). In this way, the per 
capita income figure will increase so that automatically there will be an increase 
in the prosperity of the community and will eventually reduce the number of poor 
people. As a result, the main target in economic development is more emphasize 
on efforts to achieve high levels of economic growth. However, development 
undertaken in developing countries often has a dilemma between growth and 
equity. Economic development requires higher national income and for that a 
higher growth rate is an option to take. But the problem is not just a matter of how 
to push growth, but also how the growth distribute equally. 
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 Robert Solow put forward a model of economic growth called the Solow 
growth model. The model derived from the aggregate production function as 
follows: 
Y= A . F (K,L) …………..………………………………...………… (2.1) 
 Where Y is the national output, K is physical capital, L is labor and A is 
technology. Factors that affect the purchase of physical capital is an investment. Y 
will also increase if there is a development in technological progress indicated 
from the increase of A. Therefore the growth of the national economy can be 
derived from the growth of input and development of technological progress 
which is also called total growth factor productivity. 
 The solow model can be expanded to include natural resources as one of 
the input. The rationale is that national output is not only influenced by Capital 
and Labor but also influenced by agricultural land or other natural resources such 
as oil reserves. Expansion of other solow models is to include human resources as 
capital (Human Capital). In the literature, such growth theory is categorized as 
endogenous growth with pioneers Lucas and Romer. Lucas states that the 
accumulation of human capital, as the accumulation of physical capital determines 
economic growth, while Romer sees that growth is influenced by the level of 
human capital through the growth of technology. 
 In simple terms, the aggregate production function can be modified as 
follows: 
Y= A . F (K,H,L) …………..………………………………………….… (2.2) 
  
In the equation above, H is the human resource which is the accumulation of 
education and training. According to Mankiw (1992) the contribution of each 
input on the equation to the national output is proportional. A country that gives 
more attention to education to their people ceteris paribus is better than those who 
do not do it. In other words, investment in human resources through educational 
progress will result in national income or higher economic growth. If the 
investment is carried out relatively equally, including to the low income group, 
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then poverty will be reduced. So it can be concluded that if the growth of output 
increased influenced investment on human resources then it can reduce poverty. 
 Kuncoro (2004) stated that traditional development approaches are meant 
to be more focused on increasing the Gross Regional Domestic Product of a 
province, district, or city. While economic growth can be seen from the growth of 
GRDP (Gross Regional Domestic Product). GRDP according to Central Bureau of 
Statistics is defined as the amount of added value generated by all business units 
within a region, or is the sum of all final goods and services produced by all 
economic units in a region. Total GRDP shows the sum of all the added value 
generated by the population in a given period of time. Most GRDP is calculated 
based on two approaches that are from current price and constant price. The Gross 
Regional Domestic Product (GRDP) at current prices represents the added value 
of goods and services calculated using the prices at each year, while the Gross 
Regional Domestic Product at constant prices shows the value added of goods and 
services calculated using the price in a given year. This research uses GRDP at 
constant price, as the basis for which in this calculation uses prices in 2010. 
 
Method of presenting Gross Regional Domestic Product 
The method of presentation of Gross Regional Domestic Product is 
arranged in two forms:  
1. Gross Regional Domestic Product at constant prices.  
According to Central Bureau of Statistics, the definition of Gross Regional 
Domestic Product at constant prices is the amount of production value or 
expenditure or income calculated at a fixed price. Trough reassessing or 
defining based on prices at the basic level using the consumer price index. 
From this calculation can capture the level of actual economic activity 
through its real Gross Regional Domestic Product. 
2. Gross Regional Domestic Product at current prices. 
According to Central Bureau of Statistics, the definition of Gross Regional 
Domestic Product at current prices is the amount of gross added value 
arising from all economic sectors in a region. And added value is a value 
added to goods and services used by the production unit in the production 
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process as intermediate inputs. This added value is equal to the 
consideration for the participation of production factors in the production 
process. 
 
GRDP at constant prices used to know economic growth from year to year 
(Sukirno, 2005), while according to Central Bureau of Statistics GRDP at current 
prices used to indicate the size of the structure of the economy and the role of the 
economic sector.  
Gross Regional Domestic Product Approaches 
To be more understanding in calculating the Gross Regional Domestic 
Product figures, there are three approaches that are quite often used in conducting 
a research: 
a. According to Production approach. 
In the production approach, the Gross Regional Domestic Product is 
calculating the added value of goods and services produced by an 
economic activity in the area minus the cost of each gross production of 
each sub sector or sector activity over a period of time. Value added is the 
difference between the value of production and the cost value between the 
raw material or external helpers used in the production process (Tarigan, 
2005). 
b. According to the Revenue approach 
In the Revenue approach, the added value of each economic activity is 
estimated by summing all of the remuneration received by the factors of 
production, such as wages and salaries and surplus of business, 
depreciation, and indirect net tax on government and business sectors that 
are not profitable, business surplus not taken into account. Business 
surplus includes net interest paid, land rent, and profit. The income 
approach method is widely used in the service sector, but is not paid 
equally at market prices, for example the government sector. This is due to 
lack of complete data and the absence of an accurate method that can be 
used in measuring the value of production and the cost between the 
38 
  
various services activities, especially activities that do not use cost 
(Tarigan, 2005). 
c. According to the Expenditure approach 
The expenditure approach is to sum up the final use value of goods and 
services produced in the country or region. If viewed from the aspect of 
use then the total supply or production of goods and services are used for 
household consumption, the consumption of private institutions that do not 
seek profit, government consumption, investment, stock changes and net 
exports. 
2.1.3 Education 
Education is an important component in creating a person life and identity, 
the first step in creating knowledge, development process and provides the basis 
for the improvement of the social economic condition of a region.  
According to Dewey (2001), education is a process of experience, helping 
inner growth without being restricted by age, process of adjusting to each phase as 
well adding an enhancement of skills. 
According to Yunus (1990), education is an effort to assist children with 
the aim of improving knowledge, physical and morals that can gradually deliver 
the child to the highest goal.  
Big Indonesian Dictionary (1991) defines education is a learning process 
for individual to attain knowledge and understanding of the higher specific 
objects. The knowledge gained formally made individual has a pattern of thought 
and behavior in accordance with the education they have gained. 
Many documented in literatures that education and poverty are inversely 
related. This supported by previous research conducted by Baramurali et al 
(2015). Education and poverty are inversely related, the result of those research 
stated that educational attainment is positively correlated with the income to 
poverty ratio, with one unit increase in education resulting in enhance income to 
poverty ratio. It means that increasing in education increase the income hence 
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increase purchasing power of the community eventually reduce poverty levels. In 
addition Thapa (2013), there is negative relationship between literacy rate and 
household’s income, the higher the level of education of the population, lesser will 
be the number of poor household because education affects knowledge and skill 
which is supportive in higher income. The higher the level of education of the 
population the lesser will be the number of poor individuals because education 
impacts knowledge and skills which is supportive in higher wages (Tilak,1994).  
It is life instrument for all which people need most. It empowers people by 
attacking ignorance, creating positive attitudes and making them more productive. 
The ultimate result is the increase in productivity and hence earning capabilities of 
the person.  
  There is strong relationship that showed us, correlation between the level 
of education and income, that people with higher level of education appear to 
have a higher level of productivity. People with an advanced level of education, 
not only begins work at a higher level but their progress is much faster and mostly 
earn bigger income than people with low level of education, this results made 
people with high level of education can fulfill their life need and more prosperous. 
As we know education is fundamental element in the fight against poverty, 
investment in education profitable over the long term, investment in education of 
children, especially at the beginning level represents a safe start in life. Heading to 
this issue nations are creating for themselves education more inclusive at all levels 
and for all ages, whether primary or secondary school level, higher education or 
training and education for adults. With education attainment people already 
prepare themselves to entering work and social life.   
Education is one of the important determinants of human poverty of 
deprivation of which is called poverty of education. The poverty of education 
generates from the poverty of income. Income poverty does not permit people to 
make adequate investment in education, and a low level of investment in 
education, finally, accentuates poverty. Furthermore, The United Nation 
Development Program stated that basic education is one of the most powerful 
forces for growth and especially for woman. The World Bank has given its 
support to this view that an investment girls' education is one of the best 
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investments a society can make in its own development (World Bank, 1997). For 
example, education increases a woman's ability to participate in society and to 
improve her quality of life and standard of living. A good education leads to 
guarantee future success and increase future earnings. Because with a good 
education people can improves their knowledge, skill, and capabilities.  
 
Sen (2001) stated that inadequate education could be considered as a form 
of poverty. Sen regards development as the expansion of the capabilities of people 
to lead the kinds of lives they value and have reason to value. The goal of 
development, in his view, is to increase the possibilities for more people to realize 
their potential as human beings through the expansion of their capabilities by 
giving them access to opportunities, such as education and healthcare that would 
expand their chances of leading freer and more fulfilling live. It has been 
established that investment in education and human capital formation are essential 
for economic growth and poverty reduction. The relationship between education 
and poverty can be understood in two ways. First, investment in education 
increases the skills and productivity of poor households. It enhances the wage 
level as well as the overall welfare of the population. Secondly, poverty may 
constitute a major constraint to educational attainment. Bramley and Karley 
(2005) have pointed out that when poverty grabs an institution it deteriorates the 
teaching standards. Investment on education is one of the important keys to break 
the circular relationship of poverty of education. Investment in education, thus, in 
all countries is both privately and socially profitable (Thirlwall, 2006). Likewise it 
has been reported that there is a positive correlation between levels of education 
and life time earnings (Todaro, 2001).  
 
In conclusion, education is a crucial investment for regions as well as 
national development. Education levels can be seen through literacy rate, literacy 
rate refers to the ability of person in read or writing letters, literacy use here the 
literacy rates of people 15 years old and above because in fact there are already 
people of that age who have quit school. This limit is needed so that the numbers 
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better reflect the actual conditions given. People with good education background 
mostly can choose job they wish or that suit their education and earn high 
revenues, while people with low education tend to accept any works and earn 
improper revenue. Therefore education is very crucial to prepare people to get job 
they wish, create conducive social environment, productive life, respects of other 
and live a decent life. 
 
2.1.4 Unemployment 
 Another factor contribute causing poverty is unemployment, the 
more unemployment, the more poor people around. Because unemployment 
made people have insufficient income to fulfill their needs. Whereas daily needs 
of every human being is increasingly growing. Unemployment refers to a person 
or group of people who categorized into the workforce who are looking for job 
but cannot get the desired job. The rapid growth of the labor force and the 
relatively slow growth of employment absorption cause unemployment problems 
in regions become worse. Furthermore, industrial development accompanied by 
urbanization and city development as a magnet for rural people to work in the 
city, the urbanization in developing country is not followed by labor absorption 
in industrial development. Moreover technological development precisely made 
labor sort out more competitive. So the poor who move to urban areas face more 
competitive labor market, made most of them being rejected due to lack of 
capabilities.   
Unemployment Classification 
Therefore, according to Sukirno (2000) unemployment is usually divided 
into 3 types based on the circumstances that cause it: 
a. Frictional Unemployment 
Frictional unemployment refers to unemployment caused by the actions of 
workers to leave their work and seek a better job or in accordance with 
their wish. 
b. Structural Unemployment 
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Structural unemployment refers to unemployment caused by structural 
changes prevail in the economy. 
c. Cyclical Unemployment 
Cyclical unemployment is unemployment caused by the contraction phase 
of the business cycle. That's when demand for goods and services fall 
dramatically, forcing businesses to dismiss large numbers of workers to 
cut costs. 
According to Edwards (1974), the forms of unemployment are: 
a. Open unemployment, are those who are able and seek for job but there is 
no suitable job for them. 
b. Under unemployment, are those who are nominally full time but of low 
productivity, so reductions in working hours have no meaning for 
production as a whole. 
c. Weak labor, are those who may be full time work but the intensity is weak 
because of malnutrition or illness. 
d. Unproductive Labor, are those who are able to work productively but 
could not produces good production. 
According to Tambunan (2001), unemployment can affect poverty levels 
in various ways, including: 
 If households have liquidity restrictions which means that current 
consumption is heavily influenced by current income, then unemployment 
disasters will directly affect the income poverty rate with the consumption 
poverty rate. 
 If households do not encounter liquidity restrictions which means that 
current consumption is less influenced by current income, then an increase 
in unemployment will lead to an increase in poverty in the long term, but 
less in the short term. 
 
There is a very close relationship between the high unemployment rate and 
the level of poverty. For most, those who do not have a regular job or just part 
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time work are always among the very poor group. Persons working on a fixed fee 
in the public and private sectors are usually among the upper middle class. 
However, it is wrong to assume that everyone who does not have a job is poor, 
while a full time worker is a rich. This is because sometimes there are workers in 
urban areas who do not work voluntarily for looking for better jobs that are better 
suited to their level of education. They reject the work that they feel is lower than 
their wish because they have other sources that can help with their financial 
problems (Arsyad, 1997) 
According to Arsyad (1997) one of the main ways for reducing poverty 
and inequality of income distribution in developing countries is to provide 
adequate wages and provide employment opportunities for poor communities. 
Moreover, Octaviani (2001) states that some households in Indonesia have a very 
large dependence on current salary. The loss of job causes a reduction in most of 
the revenue used to access daily necessities. Furthermore, if these unemployment 
problems occur in low income groups especially those with income levels slightly 
above the poverty line, then the unemployment incidence will be easily shifting 
their position to the poor group. The poor in general face the problems limited of 
jobs, limited opportunities for business expansion, weak of protection of business 
assets, wage differences, and poor job protection, especially for child and female 
workers such as women migrant workers and domestic workers. 
 
2.1.5 Minimum Wages 
According to Constitution No. 13 of 2003 Minimum Wage is a minimum 
standard used by industry players to provide salary to workers in the business 
environment or work. Fulfillment of decent needs in each province varies, so 
called Provincial Minimum Wages. Minimum Wage is a minimum (lowest) 
monthly revenue as a reward from the employer for their employees for a job or 
service that has or will be carried out and stated or assessed in the form of money 
determined on the basis of an agreement or legislation and paid on the basis of a 
work agreement between the employer and employees include benefits, both 
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employees themselves and their families. As stipulated in Government Regulation 
No. 8/1981 minimum wages can be set at a regional, sectoral and sub sectoral 
minimum, although currently only regional minimum wages are owned by each 
regions.  
Minimum wages can improve the economic conditions of low wages 
workers, so that minimum wages contribute to reducing the poverty of workers 
affected by this regulation. Minimum wages shift the position of employment to 
high earnings. This labor market regulation increases average productivity and can 
improve people welfare (Acemoglu, 2001). Furthermore, according to Nurkse 
(1997) the existence of underdevelopment, market imperfections, and lack of 
capital causes low productivity. The low productivity results in the low income 
they receive. Low income will have implications for low savings and investment. 
Low investment results in underdevelopment eventually create poverty. 
Minimum wages in Indonesia since January 2001, the designation 
authority was decentralized to the Governor. Regulations related to minimum 
wages are still the responsibility of the Ministry of Labor Force, including issuing 
guidelines for the components of Decent Living Needs which will later be used as 
a basis for setting minimum wages. The minimum wage in NTB province is not 
only intended to improve the living standards of workers who are considered to 
receive wages, but also to protect workers who do not have bargaining power due 
to unskilled .Moreover the increasing minimum wages depend on inflation and 
economic growth condition (Government regulation number 78 year 2015). 
Provincial Minimum Wages 
Provincial Minimum Wages are the minimum wages that apply to all 
districts or cities in one province. The legal basis for determining the Provincial 
Minimum Wages is the Minister of Labor Force and Transmigration Regulation 
No. 7 of 2013 concerning Minimum Wages. Provincial Minimum Wages are 
stipulated by the governor by taking into account the recommendations of the 




Minimum Wages Determination 
Wage determinations are carried out every year through a long process. 
First, the Regional Wage Council consisting of bureaucrats, academics, workers, 
and entrepreneurs held meetings, formed a survey team and took to the field to 
find out the prices of the needs are needed by employees and workers. After the 
survey in a number of cities in the province that were considered representative, 
the minimum life needs figure was obtained. Based on the minimum life needs, 
The regional wage council proposed Regional Minimum Wages to the governor to 
be ratified. Through a wage policy, the NTB’s government seeks to establish 
minimum wages that are in accordance with the decent living standards. 
Minimum wages set based on Minimum Life Need. Recent legislation, Law No. 
13/2003, states that minimum wages must be based on decent living needs, but 
these laws have not yet been fully implemented, so the determination of minimum 
wages remains based on minimum life needs. Furthermore, based on the Financial 
Memorandum and National Draft Budget for Fiscal in 2015, the level of welfare is 
reflected in the fulfillment of people's basic rights and equitable distribution of 
national development results. For the welfare indicator of basic rights fulfillment 
can be seen from how much access to health, education, and housing, as well as 
the availability of basic infrastructure such as roads, energy, electricity, and water 
resources, can be easily got by public. Meanwhile, for the welfare indicator based 
on equitable distribution of the national development results, it can be seen from 
how much inequality occurred, both for unequal distribution of income and 
inequality between regions. Hence the need to increase the budget on health, 
education, and housing, as well as the availability of basic infrastructure which is 
stills less optimal needs to be improved in order to reduce poverty. 
At present, the feasibility of minimum wages standard is based on the 
needs of workers accordingly with the criteria below: 
a. Minimum life needs  
b. Consumer Price Index  
c. Company capability, growth and sustainability 
d. Minimum wage standards in the surrounding area 
e. Labor market conditions, and 
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f. Economic growth and per capita income. 
 
The minimum wages advantages 
 Workforce Motivation, when employees are paid well, they sustain better 
mental and physical health, when employees are healthy their performance 
improves, they are motivated to improve their skills. Motivated workers 
may also led to increase productivity.  
 Protect the workers, employees who receive adequate wages are better 
able to cloth, house, and feed themselves and their family, minimum 
wages laws are also perceived as necessary to protect workers from 
exploitation by irresponsible employer. 
 Improving the economy, as the wages increase the productivity of the 
worker also increase ends up back in the significant companies earning, 
companies prosper when consumers feel confident enough to make 
purchases. Prosperous business typically have to hire more workers. As 
the number of employed people grows, decreasing unemployment, which 
eventually improving economic condition. 
 Social stability, the minimum wages can also mantain social stability 
within communities. Workers who accept better wages more likely to 
remain in their current jobs. Workers who earn more will not leave their 
communities in search of better wages. This helps keep companionship 
and benefit the society around. 
 
Minimum wages are determined by two purposes. First is to improve labor 
living standards. Second, the minimum wage is a safety net that aims to protect 
workers with low wages, minimum wages are intended as a safety net because of 
the large number of unskilled labor and weak labor unions so that they have low 
bargaining power. Minimum wages are determined by considering minimum 
living needs intended to protect workers' welfare. Minimum wages are expected to 
improve the welfare of low wages workers. Minimum wages can be used as a tool 
to reduce poverty because it can help the poor to get out of poverty by increasing 
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earnings, so that helps the poor in fulfilling their life need. In subsequent 
developments, the current minimum wages amount is set based on inflation and 
economic growth. 
 
2.1.6 Human Development Index 
Human development index capture average achievement of dimensions 
lived a healthy life, mastered knowledge, and decent life standards. Health 
dimension is determined by life expectancy, education dimension is measured by 
how long individual attain school, and decent life standard is measured by per 
capita gross national income. The human development index is one of the 
measuring tools can be used to assess the quality of human development, both in 
terms of its impact on the physical condition of humans (health and welfare) and 
those that are non-physical (intellectual). Development that affects the physical 
condition of the community is reflected in life expectancy and purchasing power, 
while the non-physical impact is seen from the quality of person’s education. The 
progress of the development program in a period can be measured and shown by 
the amount of the HDI at the beginning and end of the period. The Human 
Development Index describes the results of the development program that was 
carried out several years earlier.  
Human development index is human development outcomes based on a 
number of basic components of quality of life such as health, education, and per 
capita income. Poverty is not only about lack of income also connect with the 
failure to achieve basic capabilities such as possession of skills to participate in 
economic and social life, permission to take part in community activities and 
living a healthy life. The Human Development index is an index of living a decent 
life composite index of life expectancy, education and per capita income 
indicators. The consideration of Human Development Index for  reducing poverty 
is very important since Human Development Index capture development in a very 
broad sense not just on the distribution of real income each individual but on the 
enhancement of some indicator of quality of life (Sen, 1999). The success of 
48 
  
development is not only about increasing people earnings but also increasing long 
life expectancy, broaden knowledge and skill, sense of security for every 
individual, equality and social justice guarantee of available jobs.  
There are many factors affecting poverty. The empirical study of Singh 
(2012) clearly revealed that HDI and per capita income have profound influence 
on the reduction of poverty. Effect of HDI and per capita income on poverty 
reduction is found significant and the impact of HDI on poverty is negative. 
Furthermore, the research conduct by Arief and Pratiwi (2017) concluded that 
HDI’s indicators have negative relationships and significant effect on poverty 
reduction statistically.   
According to Samuelson and Nordhaus (1997), the cause and occurrence 
of poor people in low income countries are due to two main things, there are low 
levels of health and the slow quality of education improvement. Therefore, efforts 
to be made by the government are to eradicate the disease, improve health and 
nutrition, improve the quality of education, improve literacy, and improve the 
skills of the people. Those are efforts to improve the quality of human resources. 
The process of widening people's choices and the level of wellbeing is not the 
core of the notion of human development. Such choices are neither finite nor 
static. But regardless of the level of development, the three essential choices for 
people are to lead a long and healthy life, to acquire knowledge and to have access 
to the resources needed for a decent standard of living. 
Human Development Index Indicator 
In the Human Development Index (HDI) there are three composite 
indicators used to measure the average achievement of a country in human 
development (United Nations Development Program): 
1. Life Expectancy (Health Index), life expectancy is a tool to measure 
government performance in improving the welfare of the population in 
general and specifically improving health status (Central Bureau of 
Statistics). 
2. Education (Education Index), capture society education attainment 
measured by duration of schooling. 
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3. The Standard of Living (Expenditure Index), is the minimum money need 





HDI = √𝐻𝑒𝑎𝑙𝑡ℎ 𝐼𝑛𝑑𝑒𝑥 𝑥 𝐸𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛 𝐼𝑛𝑑𝑒𝑥 𝑥 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 𝐼𝑛𝑑𝑒𝑥 x 100% 
  
The human development has been generally concerned with the creation of 
opportunities to lead worth life. Progress in Human Development Index has taken 
a broad perspective, a rise in life expectancy of any society no matter how 
prosperous is reflected in a corresponding increase in the average life expectancy 
of that nation or region which is turn enhance the HDI, since life expectancy is 
one of the main components of HDI. The consideration of Human Development 
Index for  reducing poverty is very important since Human Development Index 
capture development in a very broad sense not just on the distribution of real 
income each individual but on the enhancement of some indicator of quality of 
life.  
The successful of development is not only about increasing people 
earnings but also increasing long life expectancy, broaden knowledge and skill, 
sense of secure for every individual, equality and social justice guarantee of 
available jobs. Human development gives understanding about occupation 
concept. Basically, occupation gives sense of economically secure. Occupation 
also contribute to economic growth, poverty alleviation, gender equality, 
furthermore occupation connect people with others build relationships between 
community and society. Occupation is not only  just effort to increase economic 
wealth but also expanding knowledge, enlarge communities so eventually create 
relationship between group , creating culture value, creating human potential, 
creativity and skills, increasing the quality of human development , living a 
healthy life and reaching decent life 
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 From that explanation, we can conclude human development purposes is 
not just increasing income but also give as many possible opportunities for 
individual in fulfill their rights, freedom of choices, improve capabilities and 
opportunities to work, creative life and live a healthy life to achieve development 
goals. Below are the development goals according to United Nations. 
Sustainable Development Goals 
17 Sustainable Development Goals (SDGs) according to United Nations: 
1. End Poverty in all its forms everywhere 
2. End hunger, achieve food security and improved nutrition and promote 
sustainable agriculture 
3. Ensure healthy lives and promote wellbeing for all at all ages 
4. Ensure inclusive and equitable quality education and promote long life  
learning opportunities for all 
5. Achieve gender equality and empower all women and girls 
6. Ensure availability and sustainable management of water and sanitation for 
all 
7. Ensure access to affordable, reliable, sustainable, and modern energy for 
all 
8. Promote sustained, inclusive and sustainable economic growth, full and 
productive employment and decent work for all 
9. Build resilient infrastructure, promote inclusive and sustainable 
industrialization and foster innovation  
10. Reduce inequality within and among countries 
11. Make cities and human settlements inclusive, safe, resilient and 
sustainable 
12. Ensure sustainable consumption and production patterns 
13. Take urgent action to combat climate change and its impacts 
14. Conserve and sustainably use the oceans, seas and marine resources for 
sustainable development 
15. Protect, restore and promote sustainable use of terrestrial ecosystems, 




16. Promote peaceful and inclusive societies for sustainable development, 
provide access to justice for all and build effective, accountable and 
inclusive institution 
17. Strengthen the means of implementation and revitalize the global 
partnership for sustainable development. 
To measure human development level United Nations Development 
Program (UNDP) use measuring instruments namely Human Development Index 
(HDI) as a benchmark in measure how far is the improvement of human 
development. HDI was created with emphasize that human with their capabilities 
must be a main standard of the development of nation. 
Human Development Index Definition 
Human Development Index (HDI) is a measure to see the impact of 
regional development performance which has a very broad dimension, because it 
shows the quality of the population of an area in terms of life expectancy, 
intelligence and decent living standards. Moreover, in the implementation of 
development planning, the HDI also functions in providing guidance in 
determining the priorities of policy formulation and determining development 
programs. This is also a guide in allocating a budget that is in accordance with the 
general policies that have been determined by policy makers and decision makers. 
According to United Nations Development Program (1990) Human 
development is a process of enlarging people’s choices. The definition of human 
development basically captures very broad dimension of development. This 
definition is broader than the definition of development which only emphasizes 
economic growth. In the concept of human development, development should be 
analyzed and understood from the human side, not only in terms of economic 
growth. 
The reason of the concept of human development includes the following 
aspects (UNDP,1995): 
a. Development must prioritize the population as the center of attention 
b.  Development is intended to increase choices for the population, not just to 
increase their income. Therefore, the concept of human development must 
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be centered on the population comprehensively and not only on the 
economic aspects.  
c. Human development pays attention not only efforts to improve human 
capacity, but also efforts to optimally utilize human capacity. 
d. Human development is supported by four main pillars, namely: 
productivity, equity, sustainability and empowerment. 
e. Human development is the basis for determining development goals and in 
analyzing choices to achieve them. 
The concept of human development initiated and supported by United 
Nations Development Program (UNDP) develops an indicator that can describe 
the development of human development in a measurable and representative 
manner, called the Human Development Index (HDI index). The HDI was first 
introduced in 1990, HDI includes three components that are considered 
fundamental to humans and are operationally easily calculated to produce a 
measure reflect human development efforts. These three components are life 
expectancy, knowledge, and decent living standard. Life expectancy is calculated 
based on life expectancy at birth, knowledge is measured based on the school 
duration expectancy and literacy rates of the population aged 15 years and over, 
and decent living standard measuring by per capita expenditure based on 
purchasing power parity. 
The Human Development Index is a composite index which is calculated 
as a simple average of 3 indexs which describe basic human abilities in enlarging 
choices, namely: 
a. Life Expectancy and Healthy Life Index 
b. Education Index 






Human Development Index’s Formula 
 





 …………………..………………………...….…….... (2.3) 
Where: 
X1= Life Expectancy and healthy Life Index 
X2= Education Index 
X3= Decent Living Standard Index 
 
Human Development Index benefits 
a. HDI is an important indicator to measure success in efforts to build the 
quality of human life. 
b. The HDI can determine the level of development of a region or country.  
c. For Indonesia, the HDI is a strategic data because besides being a measure 
of Government performance, the HDI is also used as one of the allocators 
for determining the General Allocation Fund. 
 
 
2.2  Influence of independent variable to dependent variable 
2.2.1 Influence of Gross Regional Domestic Product towards poverty 
rate 
   According to Sukirno (2000), the rate of economic growth is an increase 
in GRDP regardless of whether the increase is greater or smaller. Furthermore, 
economic development is not just measured based on the growth of gross regional 
domestic product (GRDP) as a whole, but should pay attention to the extent to 
which the distribution of income has spread the coat of society and who has 
enjoyed the results. So the decrease of GRDP of a region has an impact on the 
quality of household consumption. And if the income level of the population is 
very limited, many poor households are forced to change and reduce quantities of 
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consumption. According to Todaro and Smith (2003) economic development 
requires higher national income and for that higher growth rate is an option that 
must be taken. But the problem is not just about how to boost growth, but also 
who implement and entitled to enjoy the results. Moreover, according to Kuncoro 
(2004) traditional development approaches is more interpreted as development 
which more focus on increasing GRDP a province, regency, or city. 
 According to Kuznet (2001), growth and poverty have a very strong 
correlation, because in the early stages of development process the poverty rate 
tends to increase and when approaching the final stage of development the 
number of poor people gradually diminishes. According to previous research by 
Hermanto S. and Dwi W. (2008) which become theoretical basis for this study 
states that when an economy develops in a region or a smaller region there is more 
income to spend and has a well income distribution among the region, it will be 
able to reduce poverty. Furthermore, according to Fosu (2017) revealed that 
strong economic growth seems to have resulted in substantial poverty reduction: 
(e.g., Azerbaijan, Brazil, Cameroon, Chile, China, Costa Rica, Ecuador, Egypt, El 
Salvador, Estonia, Ghana, Honduras, Indonesia, Jamaica, Jordan, Kenya, Latvia, 
Mali, Mauritania, Moldova, Pakistan, Poland, Romania, Russian Federation, 
Senegal, Sri Lanka, Swaziland, Thailand, Tunisia, Uganda, Ukraine, and 
Vietnam). In several other countries, strong economic growth was accompanied 
by only modest poverty reduction, either because the growth did not result in 
similar increases in income or because inequality increased to thwart the 
transformation process (e.g., Albania, Georgia, India, Iran, Kyrgyz Republic, 
Mongolia, and Yemen). Gross Regional Domestic Products is an indicator to see 
the success of development in a region and is a requirement for poverty reduction. 
Require the result of the gross regional domestic product is spread in every 






2.2.2 Education effect towards poverty 
 In purpose to achieve sustainable economic development, the education 
sector plays a very important role that can support the production process and 
other economic activities. In this term, education is considered as a tool to achieve 
sustainable targets, because with education development activities can be 
achieved, creating skilled human, make it easier to get job, so the opportunity to 
improve the quality of life in the future will be better. 
The analysis of investment in education integrates in the human capital 
approach. Human capital is a term often used by economists for education, health, 
and other human capacities that can increase productivity if they are improved. 
According to Todaro (2004) Education plays a key in shaping a country's ability 
to absorb modern technology and to develop capacity to create sustainable growth 
and development which eventually reduce poverty. Moreover according to 
previous research conduct by Baramurali et al. (2015), education has an inverse 
impact on poverty. The result of those research stated that educational attainment 
is positively correlated with the income to poverty ratio, with one unit increase in 
education resulting in the income to poverty ratio increasing by 6.26 percent. It 
means that increasing in education increase the income hence increase purchasing 
power of the community eventually reduce poverty levels. There is correlation 
between the level of education and incomes, people with higher level of education 
appear to have a higher level of productivity. People with an advance level of 
education, not only begin work at a higher level but their progress is much faster 
and mostly earns bigger income than people with low level of education. 
 
2.2.3 Unemployment effect towards poverty 
 Most households in regions in NTB province have a very large 
dependence on current salary or wages income. The loss of job causes a reducing 
the revenues and decreasing purchasing power, most of the revenue use by the 
poor to purchase daily necessities. Reducing the revenues made difficulties in 
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fulfilling daily needs. Furthermore, if these unemployment problems occur in low 
income groups especially those with income levels slightly above the poverty line, 
then unemployment problems will easily shift their position to the poor. Which 
means that the higher the unemployment rate the greater the poverty. 
The unemployment and poverty relationship are very close, if the people 
have been working for sure the people or society can acquire basic needs or have 
high prosperity, but in the society there are also those who have not employed 
caused by rejected from firms, have inadequate skill, pension, fired off and etc. 
Unemployment will automatically reduce the welfare of a society that 
automatically also will affect the level of poverty.  According to previous research 
conducted by Octaviani (2001) revealed that some households in Indonesia have a 
very large dependence on current salary. The loss of employment causes a 
reduction in most of the revenue used to purchases daily necessities, the 
unemployment rate has a positive and significant effect on poverty in Indonesia, 
which means that the higher the unemployment rate in Indonesia, the bigger the 
number of poor people in Indonesia as the number of unemployed increases. The 
negative effects of unemployment are reducing the income of the community 
which ultimately reduces the level of prosperity (Sukirno, 2004). The decline in 
the welfare of the society due to unemployment will certainly increase their 
chances of being trapped in poverty because they have no income. If 
unemployment in a region is worse, political and social disturbances will happen 
and has bad effects on the welfare of society and the prospects for economic 
development in the long run. 
 
2.2.4 Minimum Wages effect towards Poverty 
Poverty that happens mostly caused by inability to access human living 
needs which is generated by most poor have low income. Low income suffer by 
the poor make difficulties for them to access education, services, health, sanitary 
and other crucial elements to achieve decent living standards. In order to 
increasing the welfare of society government should increase the purchasing 
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power of their society. In order to increase purchasing power government should 
determine minimum wages for every regions differently due to differences in the 
condition and prices in each regions. According to previous theories and research 
which became the theoretical basis for this study. Which according to Predeep 
(2008) economic growth followed by an increase in the number of labor and 
increase in real wage rates significantly influence poverty reduction. Furthermore, 
Acemoglu (2001) Minimum wages can improve the economic conditions of low 
wage workers, so that minimum wages contribute to reducing the poverty of 
workers affected by this regulation. Minimum wages shift the composition of 
employment to high earnings. This labor market regulation increases average 
productivity and can improve people welfare (Acemoglu,2001). Moreover 
according to research conduct by Yusof, at all (2016), impacts of minimum wages 
on poverty alleviation among all ethnics group in Malaysia ( Indians, Chinese, and 
Malays). Stated that the minimum wages potentially boost wages for the poor , 
which in turn reduce poverty for all ethnic groups. Among the ethnic groups, 
poverty reduction for the Indians is tremendous compared with the Malays and 
Chinese. The majority of low-wage Indian workers would benefit from the 
minimum wages because about two-thirds of Indians are employed in the formal 
sectors. The income growth, which is driven by the minimum wages, is able to 
somewhat mitigate the adverse effect of change in distribution on the rise in 
poverty. For the Indians, both income growth and distributional effects contribute 
to the poverty reduction. 
2.2.5 Human Development Index Effect towards Poverty 
Development is not only about economic enhancement but most 
importantly about people and their wellbeing. Human development index captured 
human progress, combination of people’s health expectancy, education attainment 
in school, and per capita income. If these three basic capabilities are achieved it 
would open up opportunities in other dimensions of human lives valued by 
people. According to previous research which became the theoretical basis for this 
study which According to Singh (2012) revealed that HDI and per capita income 
have influence on the reduction of poverty. Effect of HDI and per capita income 
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on poverty reduction is found significant and the impact of HDI on poverty is 
negative. Investments in education and health care will be more meaningful to the 
poor than the non poor (Lanjouw, et al,2001), because for the poor the main asset 
is their raw labor, the existence of cheap educational and health services will 
greatly help to increase productivity, and in turn increase revenues.  
Human Development Index for  reducing poverty is very important since 
Human Development Index captured development in a very broad sense not just 
on the distribution of real income each individual but on the enhancement of some 
indicator of quality of life. The successful of development is not only about 
increasing people earnings but also increasing long life expectancy, broaden 
knowledge and skill, sense of secure for every individual, equality and social 
justice guarantee of available jobs. Human development contribute to ensure 
crucial things for people lived a healthy life, nourished and educated which in turn 
increase productivity lead to increase in income furthermore boost economic 







2.3  Previous Research 
 
Table 2.1 
Some researches on poverty in various countries have been conducted by a number of researchers, among others: 
Tittle and Author Variables Research Problems Research Results 
Growth, inequality, and poverty 
reduction in developing 
countries: Recent global 
evidence. For the global sample 
of 80 countries. By : Augustin 
Kwasi Fosu (2017) 
 
 
 GDP growth 
 Income growth 
 
How is GDP growth may 
have been translated to 
poverty reduction at the 
country level 
 
How is income growth 
effect to poverty level 
 
Strong GDP growth has resulted in substantial poverty 
reduction. 
 
Strong GDP growth was accompanied by only modest 
poverty reduction, either because the growth did not 
result in similar increases in income or because 
inequality increased to thwart the transformation 
process. 
Sectoral Productivity Growth and 
Poverty Reduction: National 
and Global Impacts 
By: Maros Ivanic and Will Martin 
(2017) 
 Sectoral growth 
 Total factor 
productivity 
 Poverty rate 
How is the effect of 
productivity growth in 
agriculture, manufacture 
and services in reducing 
poverty 
Sectoral productivity growth has significant effect to 
poverty reduction 
 
Increase in wages diminish poverty impact 
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Title and Author Variables Research Problems Research Results 
Impact of Economic Growth on 
The Reduction of Poor People  
















 Total population 
 Share farming 





How is the influence of 
economic growth on 
poverty, 
How is the effect of 
population on poverty, 
How is the influence of 
industry and farming 
share on poverty, 
How is the impact of 
inflation on poverty rate, 
How is the impact of 
education on poverty 
level, 
How is the impact of crisis 
on poverty 
GRDP has negative and significant impact on  poverty 
 
Total of population has negative and significant on 
poverty 
 
Inflation rate has positive and significant impact on 
poverty level 
 
Share farming and industry have negative effect against 
poverty level 
 
The level of education has a negative effect and 
significant to poverty level    
 
Crisis has positive and significant impact to poverty 





Tittle and Author Variables Research Problems Research Results 
Estimating the impact of 
minimum wages on poverty 
across ethnic groups in Malaysia 
By : Yusof Saari et al. (2016) 
 
 Minimum Wages 
 Poverty Rate 
How is the impact of  
minimum wages on 
poverty across ethnic 
groups in Malaysia 
 
Minimum wages significantly and negatively affect 
poverty  
Analysis of the Relationship 
between Inflation, 
Unemployment and Economic 
Growth in Nigeria: 1987-2012 
By:Mohammed Yelwa, Okoroafor 




 Inflation rate 
 Economic growth 
How are the influence of 
unemployment and  
inflation rate toward 
economic growth in 
Nigeria 
Inflation has negative effects on economic growth 
 




Poverty in Indonesia: Analysis 
Foster Greer and Thorbecke 
Index 





 Poverty rate 




Inflation rate has a positive and significant effect on 
poverty rate 
 




Tittle and Author Variables Research Problems   Research Results 
Inflation, unemployment and 
poverty revisited 
By: Elizabeth T Powers, David M 




 Unemployment  
 Poverty Rate 
How is the effect of 
unemployment to 
poverty, 
How is the effect of 
inflation to poverty 
  Unemployment rate has positive and significant impact 
to poverty 
 
Inflation has positive but not significant impact to 
poverty 
Relationship between education 
and poverty in Nepal. By: Surya 
Bahadur Thapa (2013) 
 
 
 Literacy rate 
 Income 
 Poverty 
How is the effect of 
education towards 
poverty in Nepal 
 
 
There is an inverse relationship between gross 
enrollment rate and income    poverty 
There is negative relationship between literacy rate and 
household’s income 
The influence of inequality 
income distribution, economic 
growth, and unemployment to 
poverty levels in Indonesia year 







How are the influence of 
inequality income 
distribution , economic 
growth, and 
unemployment against 
poverty in Indonesia 
2003-2004 
Inequality income distribution has positive effect and 
significant to poverty   levels 
The rate of economic growth has a negative effect and 
significant to poverty levels 
 The unemployment rate has a positive effect and 
significant to poverty levels 
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Tittle and Author Variables Research Problems   Research Results 
Poverty,Labor Markets and Trade 
Liberalization in Indonesia 






 Labor Markets 
 Poverty Levels 
How is the effect of trade 
liberalization to poverty 
levels 
How is the effect of labor 
market mechanism on 
poverty 
Input tariffs has a positive association with poverty 
 
Tariff reductions for intermediate inputs have a negative 
relationship against of poverty 
 
Economic Growth and Poverty 
Reduction: Evidence from 






 GDP growth  
 Poverty rate 
 Number of labor 
 Wages rate 
How is the relationship 
between economic 
growth and poverty 
reduction 
Economic growth followed by an increase in the number 
of labor and increase in real wage rates significantly 
influence poverty reduction 
 
Economic growth has a negative relationship to poverty 
 
Inequality has a positive relationship to poverty 
The Impact of Education on 
Poverty. By: Aditya Balamurali, 






attainment affect poverty 
How Income affect 
poverty 
Education is negatively correlated to poverty  
 
Income is negatively correlated to poverty 
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Tittle and Author Variables Research Problems Research Results 
Human Development Index and 








 Per capita income 
 Poverty Rate 
How is the relationship of 
Human Development 
Index and Poverty Rate, 
How is the effect of Per 
capita Income on Poverty 
Rate 
HDI and per capita income significantly and negatively 













2.4  Theoretical Thinking Framework 
The theoretical framework in this research is the poverty rate influence by 
four variables of economic development, including the growth rate of GRDP, 
education rate, unemployment rate, human development index and minimum 
wages. Gross Regional Domestic Product is as an indicator of development in 
each district or city in West Nusa Tenggara province. Education show the 
condition of knowledge have attained by society that affect capabilities and skills. 
Furthermore, the unemployment rate to describe the condition of the labor forces 
and the ability of an economic structure in providing of employment, which will 
greatly affect the distribution of income and equity of public welfare. The 
minimum wages to show the policy impose by economic structure in providing 
for wages. Moreover, Human development index to show the development of 
human resources that affect productivity and society income. The following 
picture is the framework used: 
 
Figure 2.1  
























2.5  Hypothesis 
The hypothesis is a provisional opinion and the guidance and direction in 
the research are based on related theories, in which a hypothesis is always 
formulated in the form of a statement connecting two or more variable. With 
refers to the theoretical basis and based on the empirical studies that have 
conducted related to research in this field. Then will be proposed the following 
hypothesis: 
1. Suspected Gross Regional Domestic Product (GRDP) has negative effects 
on the poverty level. 
2. Suspected education rate has negative effects on the poverty level. 
3. Suspected open unemployment rate positively influence the level of 
poverty. 
4. Suspected minimum wages level has negative effects on the level of 
poverty. 















3.1  Research Variables and Operational Definition 
3.1.1 Research Variables 
 The research variable is a construct or concept that can be measured with 
various values to give a real picture of the phenomenon studied. This research 
uses two variables that are dependent variable and independent variable. 
1. Dependent Variable  
The dependent variable in this research is the poverty rate that occurs in 
NTB province according to districts or cities in 2012-2017. 
2. Independent Variable  
The independent variable in this research are Gross Regional Domestic 
Product (GRDP), Education, Open Unemployment, Minimum Wages and 
Human Development Index (HDI) in NTB province according to districts 
or cities in 2012-2017.  
 
 The next step after specifying the research variables is to define 
operationally. It is intended that the research variables that have been set can be 
operationalized, so providing direction about the part of a variable can be 
measured. 
 
3.1.2 Operational Definition 
  In this research the operational definition used is as follows: 
 Poverty Rate 
The poverty rate according to the Central Bureau of Statistics (BPS) is the 
percentage of population below the poverty line in each districts or cities 
in West Nusa Tenggara (NTB) province. The poverty line, which is the 
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basis for calculating the number of poor people is determined by two 
criteria: per capita consumption per month equal to 2100 calories per 
capita per day and minimum value of nonfood commodities. In this 
research, the data used is poverty level that is comparison between the 
number of poor population with total population of district or city in West 
Nusa Tenggara in 2012- 2017 (in percentage). 
 Gross Regional Domestic Product (GRDP) 
GRDP is the net value of goods and services produced by various 
economic activities in an area in the given period of time (Sasana, 2006). 
GRDP can illustrate the ability of a region to manage its natural resources. 
Therefore the amount of GRDP generates by each region depends on the 
potential of natural resources and factors of production of the regions. The 
existence of limitations in the supply of these factors cause the size of 
GRDP varies between regions. GRDP uses here is the rate of GRDP at 
constant market prices in 2010 year 2012-2017 (in percentage). 
 Education  
Education in this case is proxied by the number of literacy. According to 
Central Bureau of Statistics literacy is the ability of a person to read and 
write Latin letters or other letters, each of which is a basic skill that is 
taught in the early grade class of basic education. Data use in this research 
are the literacy population of districts or cities in West Nusa Tenggara in 
2012 -2017 (in percentage). 
 Open Unemployment  
Open Unemployment is the population in the labor force who are 
unemployed and looking for work in their respective districts or cities in 
West Nusa Tenggara years 2012-2017 (in percentage). 
 Minimum Wages  
Minimum wages refers to wages are set by government of districts or 
cities in order to protect workers right. Data use in this research are 





 Human Development Index  
Human development index is the index capture the distribution of real 
income each individual and enhancement of some indicator of quality of 
life. Data use in this research are human development index by districts or 
cities in West Nusa Tenggara province years 2012-2017 (in percentage). 
 
 
3.2  Types and Data Sources 
 Data used in this research is secondary data. Secondary data obtained from 
various related agencies such as the Central Bureau of Statistics, Planning Board 
of NTB province, National Socio Economic Survey, Labor and Transmigration 
agencies, Regional Development Agencies and related Journals and results 
research. The secondary data used is the combination of the time series from 2012 
to 2017 and the cross section of 10 data representing the districts or cities in NTB 
that produce 60 observations. 
 The selection of this period is due to poverty reduction and fluctuating of 
GRDP growth and followed by increasing minimum wages, increasing literacy 
rate, increasing in human development index and fluctuation of unemployment in 
some districts or cities, so research in that period is interesting to observe as well 
data available for those year. The data period use in this research is data from 
2012-2017 for each districts or cities in West Nusa Tenggara. The required data 
are: 
 Percentage of poor population data for each district or city in West Nusa 
Tenggara Province in 2012-2017. 
 Gross Regional Domestic Product rate data at constant 2010 prices for 
each district or city in West Nusa Tenggara Province in 2012-2017. 
 Educational data proxied by literacy rates for each district or city in West 
Nusa Tenggara Province in 2012-2017. 
 Open unemployment data for each district or city in West Nusa Tenggara 
Province 2012-2017. 




 Human Development Index data for each district or city in West Nusa 
Tenggara 2012-2017. 
 
  The data sources above are obtained from: 
a. Data the percentage of poor people in each districts or cities in West Nusa 
Tenggara (NTB) Province from 2012 to 2017, obtained from Central 
Bureau of Statistics (BPS) in the publication West Nusa Tenggara 
province in Figures, Data and Poverty Information 2012-2017. 
b. Gross Regional Domestic Product (GRDP) at constant prices for each 
district or city in West Nusa Tenggara (NTB) province from 2012 to 2017, 
obtained from the Central Bureau of Statistics (BPS) of each district or 
city in NTB province 2012-2017 and Regional Development Planning 
Board of West Nusa Tenggara province. 
c. Literacy rate data for each district or city in West Nusa Tenggara (NTB) 
province from 2012 to 2017, obtained from the Central Bureau of 
Statistics (BPS) in the publication of West Nusa Tenggara in Figures 
2012-2017 and Regional Development Planning Board of NTB province. 
d. Open unemployment data for each district or city in NTB province from 
2012 to 2017, obtained from the Central Bureau of Statistics (BPS) of each 
district or city, Labor and Transmigration Agency of West Nusa Tenggara 
province, National Labor Force Survey and National Socio Economic 
Survey. 
e. Human development index data for each district or city in NTB province 
from 2012 to 2017, obtained from the Central Bureau of Statistics (BPS) 
of each district or city 2012-2017 and Regional Development Planning 
Board of NTB province and National Socio Economic Survey. 
f. Minimum Wages data for each district or city in West Nusa Tenggara 
province from 2012-2017, obtained from Labor and Transmigration 




3.3 Data Collection Method 
 The method used in data collection is through literature study. Literature 
study is a technique for obtaining information through notes, literature, 
documentation and others that are still relevant to this research. The data used in 
this study is secondary data obtained from the Central Bureau of Statistics, the 
Regional Development Planning Board, National Socio Economic Survey, and 
Labor and Transmigration Agency of West Nusa Tenggara province, related 
Journals and results research. 
 
3.4  Analysis Method 
3.4.1 Panel Data Analysis Method 
 This research uses panel data analysis as a data processing tool using 
Eviews 9 program. Analysis by using data panel is a combination of time series 
and cross section data. Gujarati (2003), states that to describe panel data briefly, 
example in cross section data, the value of one or more variables is collected for 
several sample units at a time. In the panel data, the same cross section unit was 
surveyed for some time. In the data panel model, the model equations using cross 
section data can be written as follows: 
Yi = β0 + β1 Xi + εi ; i = 1, 2, …, N …............................................................ (3.1) 
where N is the number of cross section data. 
While the model equations with time series are: 
Yt = β0 + β1 Xt + εt ; t = 1, 2, …, T ..................................................................(3.2) 
where T is the number of time series data. 
Because panel data is a combination of time series and cross section, then the 
model can be written as  
Yit = β0 + β1 Xit + εit …........................................................................... (3.3) 
i = 1, 2, …, N ; t = 1, 2, …, T 
Where : 
N = the number of observation 
T = time 
N × T = the number of panel data 
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According to Hsiao (1986) the advantages of using panel data compare to time 
series and cross section are: 
a. Can provide researchers with a large number of observations, increase 
degrees of freedom, data have great variability and reduce cholinearity 
between explanatory variables, which can produce efficient econometrics. 
b.  With data panels, data is more informative, more variable, which is cannot 
be provided only cross section data or time series data. 
c.  Data panels can provide better resolution in dynamic change inference 
than cross section data. 
 
In the analysis of data panel models known, there are two kinds of 
approaches consist of fixed effect approach, and random effect approach. Both 
approaches conducted in panel data analysis can be explained as follows: 
1. The fixed effect approach  
One of the difficulties of panel data procedures is that consistent 
interception and slope assumptions are difficult to meet. To overcome this, 
what is done in the data panel is by entering the dummy variable to allow 
for different values of different parameters both cross section and time 
series. The approach by including the dummy 72 variable is known as the 
fixed effect model or Least Square Dummy Variable (LSDV). 
2. Random Effect Approach 
The decision to include the dummy variable in the fixed effect model 
cannot be deny will create trade off. The addition of this dummy variable 
will be able to reduce the number of degrees of freedom which will 
ultimately reduce the efficiency of the estimated parameters. The data 
panel model involves correlation between error terms as time changes 
because different observations can be overcome by error component model 






According to Judge there are four key considerations for choosing between 
using fixed effect approach, and random effect approach in panel data: 
a. If the number of time-series (T) is large while the number of cross-section 
(N) is small, then the result of fixed effect and random effect is not much 
different so it can be chosen easier approach to calculate that is the fixed 
effect model (FEM). 
b.  If the number of cross section (N) is large and the number of time series 
(T) is small, then the result of the estimation of both approaches will differ 
greatly. So if we believe that the selected cross-section unit in the research 
is taken randomly then the random effect should be used. Conversely, if 
we believe that the selected cross-section unit in the research is not taken 
randomly then we should use a fixed effect. 
c. If the component error εi individually correlated then the random effect 
estimator will be biased and the fixed effect estimator is not biased. 
d. If cross section (N) is large and time series (T) is small, and if the random 
effect basis assumption can be fulfilled, then random effect more efficient 
than fixed. 
 
3.4.2 Model Estimation 
Research on the effects of Gross Regional Domestic Product, Education, 
Open Unemployment Rate, Minimum Wages and Human Development Index 
variables to Poverty rate using time series data for six years represented annual 
data from 2012-2017 and cross section data as 10 data representing districts or 
cities in West Nusa Tenggara (NTB) province  produces 60 observations. Gujarati 
(2003) explains that the estimation of panel data regression model with fixed 
effect approach depends on the assumption used in intercept, slope coefficient, 
and error term, where there are several possible assumptions: 
a. The assumption that intercepts and slope coefficients are constant over 




b. The slope coefficient is constant but the intercept varies between 
individuals 
c. The slope coefficient is constant but the intercept varies between 
individuals and time. 
d. All coefficients (intercepts and slope coefficients) vary between 
individuals. 
e. Intercepts as like slope coefficients varies between individuals and times.  
  
 In this research, the effect of Gross Regional Domestic Product (GRDP), 
Education (E), Open Unemployment (U), Human Development Index (HDI), and 
Minimum Wages (MW) to Poverty rate (P) variable is used Fixed Effect Method 
(FEM) assumption cause by big cross section (N) and small time series (T) 
addition that the cross section unit we choose in research is not taken randomly 
then we must use fixed effect. The FEM assumption used in this research is the 
second FEM assumption, that is a constant slope coefficient but intercept varies 
among individuals. 
 The function model will be uses to identify poverty in West Nusa 
Tenggara (NTB) province is: 
P = f(GRDP,E,U,MW,HDI) ………………………………….……………….(3.4) 
PEit = β0 + β1 GRDPit + β2 Eit +β3 Uit+ β4 MWit+ β5 HDIit+ 
Rit………………………………………………….…......................................(3.5) 
Where : 
P           = poverty percentage in percent 
GRDP   = gross regional domestic product constant 2010 price in percent 
E          = education or literacy rates in percent 
U          = unemployment rates in percent 
MW      = minimum wages rate in million rupiah 
HDI      = human development index in percent 
i           = cross section 
t           = time series 
β0        = constant 
β1, β2, β3, β4, β5 = coefficient 
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R           =  residual 
 
 The existence of differences in units and the amount of independent 
variables in the equation causes the regression equation to be made with natural 
logarithm model (Ghozali, 2005). The reason for choosing natural logarithm 
model is as follows: 
a. Avoid heteroscedasticity 
b. Know the coefficient showing elasticity 
c. Close the data scale 
 In this research model the logarithm used is in log linear form (log). So the 




P            = poverty percentage in percent 
GRDP    = gross regional domestic product constant 2010 price in billion rupiah 
E           = education or literacy rates in percent 
U          = unemployment rates in percent 
MW      = minimimum wages rate in million rupiah 
HDI      = human development index in percent 
i           = cross section 
t           = time series 
Log       = log-linear 
β0          = constant 
β1 – β5 = coefficient 





3.5  Classical Assumption Testing 
3.5.1 Normality Test 
 Normality test aims to test whether in the regression model, dependent 
variable and independent variable, both have normal distribution or not. A good 
regression model is one that has a normal or near normal distribution (Ghozali, 
2002).There are several methods to find out normal or not interference (R) among 
others J-B test and graph method. This research will use J-B test method by 
calculating skweness and kurtosis, if J-B count <value X² (Chi Square) table, then 
residual value is normally distributed. The model to know the test of normality is: 






)2) ……………….…….…………………….......... (3.7) 
 
Where : 
S = Skewness statistic 
k = Kurtosis 
If the value of J – B count > J-B table, then the hypothesis that stated residual Rt 
is normally distributed is rejected and vice versa. 
 
3.5.2 Multicollinearity Test 
 Ghozali (2002) states that multicollinearity have the sense that there are 
perfect or definite linear relationship between some or all of the independent 
variables (the explaining variables) of the regression model. The consequence of 
multicollinearity existence is the coefficient of variable regression is not definite 
and the error becomes infinite. Multicollinearity test aims to test whether in the 
regression model found the correlation between independent variables. A good 







The model for knowing multicolinearity test are : 
GRDP = f (E,U,MW,HDI)……………………….……….........................….. (3.8) 
E = f (GRDP,U,MW,HDI).....…..…………..…...…............................……… (3.9) 
U = f (GRDP, E,MW,HDI)..…..…………...…….......................................... (3.10) 
MW= f (GRDP,E,U,HDI).……………………….…….…….…..………..... (3.11) 
HDI = f (GRDP,E,U,MWI).…………………….…………………………... (3.12) 
 
 The term multicollinearity refers to the existence of more than one definite 
linear relationship and the term colinearity concerning the existence of a linear 
relationship. But this distinction is rarely considered in practice, and 
multicollinearity is concerned with both cases (Gujarati, 2003). Multicollinearity 
in this research is detected by analyze: The correlation coefficient between each 
independent variable. The rule used is that if the correlation coefficient between 
two independent variables is greater than 0.8, multiple collinearity is a serious 
problem. But this pair correlation does not provide deeper information for 
complex relationships between three or more variables. 
 
3.5.3 Autocorrelation Test 
 Autocorrelation can be defined as the correlation between members of a 
series of time ordered observations (as in time data series) or space (as in cross 
sectional data). The autocorrelation test aims to test whether in linear regression 
models there is a correlation between confounding errors over a period of time or 
space with error of time or space interruption formerly. Testing using Durbin 











Durbin Watson Testing Measurement 
The Null Hypothesis Decision Criteria 
Positive Autocorrelation Reject 0 < d <d1 
There is no Positive 
Autocorrelation 
There is no decision d1 < d < du 
Negative Autocorrelation Reject 4-d1 < d < 4 
There is no Negative 
Autocorrelation 
There is no decision 4-du < d <4-d1 
No Autocorrelation Exist Do not reject du < d < 4-du 
Source : Imam Gozali, 2002 
 
If DW value>DU and value (4-DW)>DU, there is no autocorrelation problems 
If DW value < DU and value (4-DW)>DU, there is autocorrelation problems 
 
Positive Autocorrelation Detects: 
If d<dL there is positive autocorrelation. 
If d >dU there is no positive autocorrelation. 
If dL<d <dU testing cannot be concluded. 
Negative autocorrelation Detect: 
If (4-d)<dL so there is negative autocorrelation. 
If (4-d)>dU so there is no negative autocorrelation. 








3.5.4 Heteroscedasticity Test 
 Heteroscedasticity means that residual variation is not the same for all 
observations. Heteroscedasticity contradicts on one of the basic assumptions of 
the regression to be homoscedasticity that is residual variations are the same for 
all observations. This research used Harvey test to detect the presence or absence 
of heteroscedasticity. Harvey test in principle regresses the residual squared by the 
independent variable in the model. If t-statistics > t-table then there is 
heteroscedasticity, if t-statistic < t-table then there is no heteroscedasticity. Or If 
Probability value more than > level of significancy (α=0,05) then there is no 
heteroscedasticity, if probability value < 0,05 then there is heteroscedasticity. 
 
 
3.6 Statistics Criteria Testing 
 The statistical test consists of partial regression coefficient test (t test), 
simultaneous regression coefficient test (F test) and coefficient determination test 
(R Squared test). 
3.6.1 Partial Regression Coefficient Test (t-test) 
 Partial regression coefficient test conduct to see the significance of the 
influence of independent variables on the individual unbounded variables and 
assume other variables are constant. The hypothesis which are used are as follow: 
1. H0: b1 = 0 there is no influence between GRDP variable with poverty. 
2. H1: b1 <0 there is a negative influence between GRDP variable with 
poverty. 
3. H0: b2 = 0 there is no influence between literacy variable with poverty. 
4. H1: b2 <0 there is a negative influence between literacy variable with 
poverty. 
5. H0: b3 = 0 there is no influence between the unemployment rate variable 
and poverty. 
6. H1: b3> 0 there is a positive influence between the unemployment rate 
variable and poverty. 
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7. H0:b4 = 0 there is no influence between minimum wages variable with 
poverty. 
8. H0:b4< 0 there is a negative influence between minimum wages variable 
with poverty 
9. H0: b5= 0 there is no influence between human development index 
variable with poverty. 
10. H0:b5< 0 there is a negative influence between human development index 
variable with poverty.   






βi          = estimated parameters 
βi*        = hypothetical value of bI (Ho: bI = bi *) 
SE (bi) = bi standard deviation 
 At 5 percent level of significance the test used is as follows: 
a. If t count> t table then H0 is rejected, it means one of the independent 
variables affect the dependent variable significantly. 
b. If t count <t table then H0 is accepted, it means one of independent variable 
does not affect the dependent variable significantly. 
 
3.6.2 Simultaneous Significance Test (F-test) 
 The statistical F test basically shows whether all the independent variables 
included in the model have a mutual influence on the dependent variable. 
Hypothesis used: 
a) H0= β1= β2 = β3 = β4 = β5 = 0 : all independent variables are not able to 
influence the dependent variable simultaneously 
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b) H1= β1, β2, β3, β4,β5 ≠ 0 : all independent variables are able to influence 
the dependent variable simultaneously. 
 






  …...………...………..……………….………………...… (3.14) 
Where: 
k = number of parameters estimated including constants 
N = number of observations 
 At the 5 percent significance level with the test criteria used as follows: 
a) H0 is accepted and H1 is rejected if F count < F table, which means 
explanatory variables together do not affect the variables described 
significantly. 
b) H0 is rejected and H1 accepted if F count > F table, which means explanatory 
variables together influence the variables described significantly. 
 
3.6.3 Coefficient Determination Test (𝑹𝟐 test) 
 Ghozali (2002) states that the coefficient of determination (𝑅2) essentially 
measures how far the ability of a model in explaining the variation of bound 
variables. The value (𝑅2) is between zero and one. A small (close to zero) value of 
(𝑅2) means that the ability of a single variable to describe a dependent variable is 
very limited. A value approaching one means the independent variable provides 
almost all the information needed to predict the dependent variable. The main 
weakness of the use of determination is the bias against the number of 
independent variables entered into the model. Each additional one variable must 
increase regardless of whether the variable significantly affects the dependent 
variable. Therefore, many researchers recommend using an adjusted (𝑅2) value 
when evaluating the best regression model.  
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 ……...……….....…………….…..……...……..…………. (3.15) 
 
Where: 
y * = value of y estimation. 




















RESULT AND DISCUSSION 
 
4.1 Description of Research Object 
 
 West Nusa Tenggara Province (NTB) with an area of 20,164.84 km², with 
the central government in Mataram city, administratively divided into 10 districts 
or cities (8 districts and 2 cities) inhabited by 4.896.162 inhabitant in 2018. This 
province has large population. The number of poor in West Nusa Tenggara 
province quite high, in September 2018 reached 735.620 people suffering poverty 
(14,63 percent of the population) (The Regional Development Planning Board of 
NTB ). Economic growth of NTB province from 2012 to 2017 has fluctuated 
following by slowing poverty rate. The number of NTB workforce in August 2017 
was 2,396,169 people, decrease by 68,162 people compared to August 2016 
(previous year). Meanwhile, the number of unemployed as many as 79,449 
people, also decreased by 17,572 people compared to previous year. Even though 
the natural resources of most regions are abundant but many people still suffer 
poverty problems. 
There is high inequality between districts and cities, cities seem to have 
lower poverty rates than in districts, the lowest is in Bima city while the highest 
poverty rate is in North Lombok district over past six years (2012-2017). The 
majority of NTB’s inhabitants are middle to lower class economies, mostly work 
in the agricultural sector, in some of remote area is still difficult to access clean 
water, information, health, and the most difficult is access to education. Limited 
education experienced by some people in rural areas causing a lack of awareness 
and knowledge of local residents on the use and conservation of natural resources 
for living a decent life. Poverty that occurs in regions need to be seen as a very 
serious problem, because poverty made many people experiencing difficulties in 
meeting the necessity of life. In this research author choose to analyze poverty 
problems in West Nusa Tenggara province. Because in this province, the poverty 
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is high and poverty reduction is relatively slow. Moreover, there is inequitable 
development between rural and urban areas. Which made the problem of poverty 
in rural areas are more severe than in urban areas, this is triggered because there 
are still many people have no occupation, lack of capital and land.  
The object of this research is 10 districts or cities in West Nusa Tenggara 
Province. In this research, will describe the macroeconomic conditions 10 districts 
or cities in West Nusa Tenggara province include Poverty Level, Growth 
Regional Domestic Product (GRDP), Education, Open Unemployment, Minimum 
Wages and Human Development Index (HDI).  
Figure 4.1 
Map of West Nusa Tenggara Province 
Source: GPS Indonesian Tourism 
 
4.2  Data Analysis 
4.2.1 Poverty 
 Poverty is a problem that concerns many aspects related to the ability to 
fulfill basic needs such as food, clothing, and shelter furthermore relative poverty 
defines poverty in relation to the economic status of the society members. People 
1. Mataram City 
2. Bima City 
3. West Lombok 
4. North Lombok 
5. Central Lombok 
6. East Lombok 






consider poor if their economic condition below prevail standards of living in a 
given social condition (United Nations). Poverty is a complex problem which 
influences by various interrelated factors such as income level, economic growth, 
unemployment rate, health conditions, access to education, access to goods and 
services and environmental conditions. The following is poverty rate by districts 
or cities in West Nusa Tenggara province in 2012-2017 in percent. 
Table 4.1 
Poverty Rate by Districts or Cities in West Nusa Tenggara (NTB) Province in 
2012-2017 (in percentage) 
Districts/ Cities 2012 2013 2014 2015 2016 2017 
West Lombok 17.91 17.43 17.11 17.38 16.73 16.46 
Central Lombok 16.71 16.20 16.03 16.26 15.80 15.31 
East Lombok 20.07 19.5 19 19.14 18.46 18.28 
Sumbawa 18.26 17.04 16.87 16.87 16.12 15.31 
Dompu 16.57 15.46 15.46 15.11 14.23 13.43 
Bima 16.22 16.08 16.04 15.78 15.31 15.1 
West Sumbawa 17.6 17.10 16.87 16.97 16.50 15.96 
North Lombok 35.97 34.63 34.27 34.13 33.21 32.06 
Mataram City 11.87 10.75 10.53 10.45 9.80 9.55 
Bima City 10.54 9.91 9.74 9.85 9.51 9.27 
Sources: Central Bureau of Statistics (West Nusa Tenggara in figures 2012-2017) 
Data and Poverty Information 2012-2017 
   
  Table 4.1 above shows that the percentage of poor people in each district 
or city in West Nusa Tenggara province during 2012 to 2017 is tends to decrease. 
The poor populate over six years mostly in North Lombok. In 2012, percentage of 
poor people in North Lombok district was 35,97percent and decreased up to 32,06 
percent in 2017. Furthermore district or city that has the lowest percentage of the 
poor over six years was in Bima city, 10,54 percent in 2012 and decreased up to 
9,27 percent in 2017. This show decreasing number, but it still considers high. 
Figure above, we can see poverty rate in NTB province during 2012-2017 is tend 
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to decrease but the decreasing value is relatively small. High poverty rate are 
generated from lack of income, have no assets such as land and capital, 
technology deterioration, and many unproductive labors. There is high economic 
inequality between districts and cities, where urban areas have lower poverty rate 
than rural areas. This is due to different characteristics and structure of economies 
in each region. In urban areas mostly the people have high income, because the 
availability of many jobs and mostly they mastered the technology uses for 
production while people in rural area mostly have low income due to jobless and 
lack of education make them trap in the vicious circle of poverty. 
 
4.2.2 Gross Regional Domestic Product 
 The Gross Regional Domestic Product is the statistical data which show 
the sum value-added acquired by all economic activities, in a particular region of 
either the district or municipality province and within a certain period of time 
(Central Bureau of Statistics). Revenue of a region can be measured from Gross 
Regional Domestic Product per capita. GRDP is often uses as an indicator of 
development, the higher the GRDP of a region the greater the potential of a 
region’s revenue. The economic activities in NTB province include agricultural 
activities, trades, processing industries, mining, fisheries, to services. Whereas the 
existence of these data will help policy maker in planning and evaluation so that 
development is not misdirected. Furthermore, the GRDP figure is very necessary 
and needs to be presented, because besides can be used as the material of 
development planning analysis is also a benchmark to measure the results of 
development that has been implemented, and also to know the role and economic 
potential in a region within a certain period of time (annually). The following is 







Gross Regional Domestic Product Rate Based on 2010 Constant Price by District 
or City in West Nusa Tenggara (NTB) 2012-2017 (in percentage) 
Source: Central Bureau of Statistics each district or city in West Nusa Tenggara      
province 2012-2017 and Regional Development Planning Board of West Nusa 
Tenggara province. 
  
  Table 4.2 above shows that the rate of GRDP that occurs in the districts or 
cities in NTB in 2012-2017 showed fluctuating number. The lowest GRDP in 
NTB province in 2012 mostly in Mataram city 1,04 percent and increased up to 
8,07 percent in 2017, while the biggest GRDP in 2012 in Central Lombok is 13,72 
percent and declined up to 6,42 percent in 2016. In 2017, the highest GRDP is in 
West Sumbawa 18,97 percent while the lowest is in Bima 6,02 percent.  
 
  The differences in Gross Regional Domestic Product (GRDP) elasticity by 
region are driven by differences in inequality of economics activity. GRDP can 
describe the ability of an area to manage its natural resources. Therefore, the 
amount of GRDP produce by each district or city depends on the potential of 
production factors in the area that are human resources, natural resources and 
District or City 2012 2013 2014 2015 2016 2017 
West Lombok 5.27 5.26 5.7 6.39 5.73 6.3 
Central  Lombok 13.72 6.24 6.28 5.58 5.67 6.42 
East Lombok 5.43 5.51 4.8 5.94 5.18 6.25 
Sumbawa 6.67 6.44 6.63 6.43 5.26 6.79 
Dompu 6.18 5.05 5.54 6.16 5.4 6.82 
Bima 5.95 5.11 6.01 6.27 4.69 6.02 
West  Sumbawa 1.42 6.89 3.92 13.81 7.14 18.97 
North Lombok 4.08 4.11 4.59 4.73 4.99 6.08 
Mataram City 1.04 7.95 8.1 7.99 8.06 8.07 
Bima City 5.6 5.58 5.89 5.76 5.78 6.76 
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capital. The existence of limitations in the supply of these factors of production 
cause the amount of GRDP varies between regions. The higher the GRDP the 
larger potential the region’s revenue. In a region’s economy, each sector depends 
on the other sector, one with the other requiring both raw materials and the end 
result. For the example, the industrial sector requires raw materials from the 
agricultural and mining sector, moreover, industrial sector output is required by 
the agricultural sector and services.  
 
4.2.3 Education (Literacy Rate) 
 Investment in education is needed to prepare for human to face their life, 
education is considered the first step to eradicate poverty this due to the fact that 
education has direct impact on people knowledge, insight, and skills. Moreover, 
education is profitable over long term and bring the most reliable profits in the 
future. Indeed, people who have a good level of education tend to get job easier 
and get high income. There are many interconnected causes of poverty and there 
is no instant formula to eradicate it, but we can use education as a reducing risk 
tool of high poverty which can prevent the next generation become poorer. 
Education is the first step in the society development process and it provides the 
basis for the improvement of the social economic condition of a country as well as 
region. It empowers poor by attacking ignorance, creating positive attitudes and 
the ultimate result is the increase in productivity and hence earning capacity of the 
poor. The following is literacy rate by districts or cities in West Nusa Tenggara 









Percentage Literacy of Population Aged 15 Years and Over By Districts or Cities 
in NTB Province Year 2012 – 2017 (in Percentage) 
District or City 2012 2013 2014 2015 2016 2017 
West Lombok 78.59 81.94 85.23 86.49 81.38 84.96 
Central Lombok 74.92 78.94 81.60 81.45 80.94 81.74 
East Lombok 83.89 88.34 91.46 87.62 87.47 85.66 
Sumbawa 90.75 93.04 94.3 94.76 92.54 93.05 
Dompu 87.94 90.50 92.09 92.75 91.74 91.58 
Bima 88.11 92.16 93.57 93.49 90.48 89.41 
West Sumbawa 92.50 94.04 97.08 94.31 94.54 94.63 
North Lombok 76.10 80.05 83.82 83.69 81.04 83.46 
Mataram City 92.25 94.38 95.45 93.96 92.74 91.71 
Bima City 93.73 96.17 97.86 96.26 95.79 93.22 
Sources: Central Bureau of Statistics (West Nusa Tenggara in Figures 2012-2017)         
and Regional Development Planning Board of NTB province 
 Table above shows that literacy rate in each districts or cities in West Nusa 
Tenggara province is fluctuate every years. The lowest literacy rate mostly in 
Central Lombok is 74,92 percent in 2012 and increased up to 81,74 percent in 
2017. The highest literacy rate in Bima city is 93,73 percent in 2012 and increased 
up to 93,22 percent in in 2017. While in 2017 the highest literacy is in West 
Sumbawa 94,63 percent and the lowest is Central Lombok 81,74 percent. 
Differences in literacy rate shows there are differences in education attainment for 
each region. Good education will produce high quality educated people in 
accordance with the needs of the society, people with their own skill and 
capabilities are expected to increase their participation in various economic and 
social activities .With high education, people will be able to sustain their life and 
earn a higher level of income. The higher the education the higher the income 
have received by the people. So this very crucial in order to make easier for 
people to interact with other people, create individual who has high bargaining 
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power and great capabilities, hence reduce unemployment, increase earning which 
in turns alleviate poverty.  
 
4.2.4 Open Unemployment 
 The labor force in August 2017 was 2.396.169 people. Population working 
in West Nusa Tenggara province in August 2017 was 2.316.720 people. The 
Unemployment Rate of August 2017 was 3.32 percent. In August 2017, 73.62 
percent of the population worked on informal activities, and the percentage of 
informal workers rose by 0.51 percentage points compared to August 2016. Over 
the past year, sectors that experienced an increase in the percentage of working 
population were the Industrial Sector (2.91 percentage points), Trade Sector, 
Restaurants and Accommodation Services (2.84 percentage points), and 
Construction Sector (0.90 percentage points). (Central Bureau of Statistics, NTB 
province). Unemployment problem causes people in West Nusa Tenggara (NTB) 
province cannot afford basic needs, unemployment makes the poor cannot access 
education to improve their capabilities, make the poor have no revenue to sustain 
life, make them trapped in the vicious circle of poverty.  
 Open unemployment refers to a person or group of people who have been 
categorized into the workforce, who are looking for a job but cannot get the 
expected job. The rapid growth of the labor force and the relatively slow growth 
of employment absorption causes unemployment problems in West Nusa 
Tenggara (NTB) province become getting worse. The following is open 









Open Unemployment Rate by Districts or Cities in NTB Province Year 2012-
2017 (in percentage) 
Source: Labor and Transmigration Agency of West Nusa Tenggara province, 
Central Bureau of Statistics and National Labor Force Survey 
 Table 4.4 above shows that level of open unemployment in each district or 
city in West Nusa Tenggara province in 2012-2017 is fluctuate. The largest was in 
Mataram city that is as much as 6.58 percent in 2012 decreased up to 5,35 percent 
in 2017, while the lowest was in North Lombok 3,39 percent in 2012 and 
decreased up to 1,74 percent.. In 2017 the highest is in the city of Mataram is 5,35 
percent followed by West Sumbawa 5,15 percent , but in 2017 the lowest is in 
Bima 1,55 percent.  
From the table above we see unemployment in urban areas are higher than 
unemployment in rural areas this is might due to urbanization, migration from 
rural to urban areas, make the competition among labor forces getting harder, 
most poor people think that many jobs are available in the city so they move to 
city in order to get better job, while in fact, the large number of job seekers and 
the lack of vacancies caused heavy competition. Rural labor forces compete with 
urban labor forces who skilled and well educated make the rural labor forces 
District or City 2012 2013 2014 2015 2016 2017 
West Lombok 5.3 4.16 4.19 3.35 3.20 3.28 
Central Lombok 5.75 5.37 6.37 7.42 2.90 2.9 
East Lombok 4.69 6.22 7.16 6.46 3.64 3.64 
Sumbawa 4.97 4.11 4.27 4.20 3.98 3.98 
Dompu 4.75 5.13 6.51 5.56 2.36 2.36 
Bima 6.36 4.9 4.1 2.92 3.50 1.55 
West Sumbawa 5.25 6.91 5.71 7.98 5.15 5.15 
North Lombok 3.39 3.92 5.42 2.15 1.74 1.74 
Mataram City 6.58 5.49 4.79 4.15 3.52 5.35 
Bima City 6.36 9.21 8.69 10.15 6.75 3.51 
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reject from the vacancies due to less bargaining power (lack of skills, knowledge 
and capabilities required), eventually increasing number of poor in the urban 
areas. Poverty that occurs in rural and urban areas is not only due to low income 
but also different treatment and opportunity in the social environment. Both 
central and regional governments are working hard to address these poverty issues 
so that equitable development can be realized, including in the absorption of 
workers. 
  
4.2.5 Minimum Wages   
 According to government regulation No.78 year 2015 about Wages article 
41 paragraph 2, the minimum wages refer to the lowest monthly wages consist of 
wages without allowance or basic wages including fixed allowance. This 
regulation confirms that minimum wages only apply for workers with work period 
less than 1 year or fresh labor. While wages for workers with work period one 
year and over are negotiated between workers and employer in the field or 
company concerned.  
The regional minimum wages is the minimum wages imposed by 
government that applies to all districts or cities in one province. Minimum wages 
which are determined by government is to protect the society from improper 
salary, determine minimum wages limit is very important due to the change in 
commodity prices and economic condition. The government has encouraged 
purchasing power of the society by set minimum wages. Minimum wages increase 
workers revenue to purchase daily necessities. The following is minimum wages 








Minimum Wages by Districts or Cities in West Nusa Tenggara Province Year 
2012-2017 (in rupiah) 
District or City 2012 2013 2014 2015 2016 2017 
West Lombok 1025000 1075000 1225000 1400000 1500000 1827000 
Central Lombok 1010000 1060000 1190000 1331000 1451400 1832500 
East Lombok 1150000 1150000 1212000 1335000 1400000 1831000 
Sumbawa 1000000 1075000 1340000 1420000 1564000 1850000 
Dompu 1050000 1150000 1250000 1350000 1450000 1850000 
Bima 1050000 1123500 1500000 1500000 1550000 1941696 
West Sumbawa 1060000 1115000 1335000 1463000 1835800 2000000 
North Lombok 1050000 1130000 1350000 1485000 1600000 1883000 
Mataram City 1043000 1120000 1260000 1405000 1550000 1863524 
Bima City 1026000 1087000 1250000 1500000 1600000 1850000 
Sources: Labor and Transmigration Agency of NTB Province and Regional 
Development Planning Board. 
 Table 4.5 shows that the minimum wages rate by districts or cities in West 
Nusa Tenggara province during 2012-2017 is tend to increase. The highest 
minimum wages is in East Lombok Rp.1.150.000 in 2012, and increased up to 
Rp.1.831.000 in 2017, but in 2017 the highest wages is West Sumbawa Rp. 
2.000.000 followed by district of Bima Rp. 1.941.696 while the lowest is in West 
Lombok Rp.1.827.000. Different minimum wages are set by the governments due 
to differences in commodity prices for every districts and cities and differences in 
economic condition. Minimum wages intended to protect workers from unfair 
wages, this minimum wages set for people who have no work experience or labor 
who have work experience less than one year, this is very beneficial because with 





4.2.6 Human Development Index 
Human development index captures average achievement of 3 dimensions, 
lived a healthy life, education fulfilled, and lived a decent life. Health dimension 
is determined by life expectancy, education dimension is measured by school 
attainment, and decent life is measured by per capita gross national income. The 
human development index is one of the measuring tools can be used to assess the 
quality of human development, both in terms of its impact on the physical 
condition of humans (health and welfare) and those that are non physical 
(intellectual). Development that affects the physical condition of the community is 
reflected in life expectancy and purchasing power, while the non physical impact 
is seen from the quality of a person’s education. Human Development Index can 
provide guidance in determining the priorities of policy formulation and 
determining development programs. Following is the Human Development Index 
by districts or cities in West Nusa Tenggara (NTB) province during 2012-2017. 
Table 4.6 
Human Development Index by Districts or Cities in NTB Province Year 2012-
2017 (in percentage) 
District or City 2012 2013 2014 2015 2016 2017 
West Lombok 62.24 62.91 63.52 64.62 65.55 66.37 
Central Lombok 60.57 61.25 61.88 62.74 63.22 64.36 
East Lombok 60.73 61.43 62.07 62.83 63 64.37 
Sumbawa 61.96 62.44 62.88 63.91 64.89 65.84 
Dompu 62.6 63.16 63.53 64.56 65.48 66.33 
Bima 61.05 62.08 62.61 63.48 64.15 65.01 
West Sumbawa 66.45 66.86 67.19 68.38 69.26 70.08 
North Lombok 58.19 59.2 60.17 61.15 62.24 63.04 
Mataram City 74.22 75.22 75.93 76.37 77.20 77.84 
Bima City 71.21 71.72 72.23 72.99 73.67 74.36 
Sources: Regional Development Planning Board, Central Bureau of Statistics and  
National Socio Economic Survey 
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 Table 4.6 shows that human development index by districts or cities in 
NTB province year 2012-2017 is tend to increase. The highest HDI was in 
Mataram city as much as 74.22 percent in 2012 and 77.84 percent in 2017. While 
the lowest was in North Lombok as much as 58.19 percent in 2012 and 63.04 
percent in 2017. Furthermore, In 2017, The highest HDI is in Mataram city 77,84 
percent followed by Bima city 74,36 percent and West Sumbawa 70,08 percent, 
while the lowest is in district of North Lombok 63,04 percent. The Human 
Development Index (HDI) shows the quality of the population of an area. The 
progress in HDI rate indicates that the development program has been imposed by 
the local government has been successful. Human Development Index captures 
development in a very broad sense not only about increasing people earnings, but 
also increasing long life expectancy, broaden knowledge and skill, sense of 
secure, equality and social justice guarantee of available jobs. Increasing the 
quality of human development also contribute to economic growth, because HDI 
increases the productivity of the labor hence increasing income eventually 
alleviate poverty. Government improves human development by providing free 
health access, compulsory education since the age of 9 years and imposes 












4.3  Classical Assumption Test Results 
 
Figure 4.2 
Main Regression Result the Influence of Gross Regional Domestic Product, 
Education, Open Unemployment, Minimum Wages and Human Development 













Source: Results of panel data regression with views 9 
4.3.1 Normality Test 
 The normality test aims to test whether in the regression model the 
residual variable has a normal distribution or not. To test whether residual 





H0: Data has normal distribution 
H1: Data has not distributed normally 
Probability< Alpha (0,05), H0 rejected, H1 accepted 
Probability> Alpha (0,05), H1 rejected, H0 accepted  
Figure 4.3 
Result of Jarque Bera test The Influence of Gross Regional Domestic Product, 
Education, Open Unemployment, Minimum Wages and Human Development 
Index Toward Poverty in districts or cities in NTB Province 
Year 2012-2017 
Source: Results of panel data processing using eviews 9.0 
 In figure above the effect of gross regional domestic product growth rate, 
education, minimum wages, open unemployment and human development index 
rate toward poverty in districts or cities in West Nusa Tenggara province with  n = 
60, t=6 show Jarque Bera value 2,3215 with probability 0,3132. So can be 
conclude that probability from Jarque Bera 0,3132 is bigger than Alpha 0.05.That 
means residual has normal distribution, So classical assumption about normality 




4.3.2 Multicollinearity Test 
 Multicollinearity test aims to test whether in the panel regression model 
there is correlation between independent variables. Good model should not has 
correlation between their independent variable. Multicollinearity can be seen 
through coefficient correlation from independent variables. If there is correlation 
coefficient more than 0,80 can be concluded there is multicollinearity problems.  
Table 4.7 
Result of Multicollinearity Test  
The Influence of Gross Regional Domestic Product, Education, Open 
Unemployment, Minimum Wages and Human Development Index Toward 
Poverty in districts or cities in NTB Province Year 2012-2017 
Source: Results of panel data processing using views 9.0 
 From the above results we can see that the coefficient correlation value 
between independent variables below 0,80. So in this model there is no 
multicollinearity problem. 
 
4.3.3 Autocorrelation Test 
 Autocorrelation test is used to know the existence correlation between 








Durbin Watson Test Result The Influence of Gross Regional Domestic Product, 
Education, Open Unemployment, Minimum Wages and Human Development 
Index Toward Poverty in Districts or Cities in NTB Year 2012-2017 
Source: Results of panel data processing with views 9 
 Based on the regression result above, found that Durbin Watson Statistics 
(dw)= 2,213055 this will be compared to significance table value 5% with cross 
section (n=60) and independent variables total (k=5). Show value dL=1,44427, 
dU=1,72735 
If DW value>DU and value (4-DW)>DU, there is no autocorrelation problems 
If DW value < DU and value (4-DW)>DU, there is autocorrelation problems 
Positive Autocorrelation Detect 
If d<dL there is positive autocorrelation 
100 
  
If d >dU there is no positive autocorrelation 
If dL<d <dU testing cannot be concluded 
Negative autocorrelation Detect  
If (4-d)<dL so there is negative autocorrelation 
If (4-d)>dU so there is no negative autocorrelation 
If dL<(4-d)< dU testing cannot be concluded 
                                                 




dL=1,44427      dU=1,72735    DW=2,213055      4-dU=2,27265    4-dL=2,55573 
 
From the results of the durbin watson test show that the dw value is 
2,213055. The result of the durbin watson statistic is dU=1,72735 and 
dL=1,44427 . So DW is located at du <dw<4-du or 1,72735<2,213055<2.27265. 
So it can be concluded there is no correlation between residual in one observation 















There is no 
autocorrelation and 










and reject H0 
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4.3.4 Heteroscedasticity Test 
 Heteroscedasticity test used to seek the existence of different varians from 
residual for all observations in the regression model. The good regression model 
should not found heteroscedasticity symptoms. In this research author used 
Harvey test. 
Hypothesis: 
H0: there is no heteroscedasticity problem 
H1: there is heteroscedasticity problem 
Probability <Alpha (0,05), H0 rejected, H1 accepted 
Probability> Alpha (0.05), H1 is rejected, H0 is accepted. 
Figure 4.5 
Harvey Test Result The Influence of Gross Regional Domestic Product, 
Education, Unemployment, Minimum Wages and Human Development Index 











Source: Results of panel data processing with views 9 
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 The result of Harvey test show Probability Chi Square of obs*R-Squared 
(0,2428) is bigger than Alpha (α =0,05), so we can conclude there is no 
heteroscedasticity found in this model. 
 
4.4  Statistical Testing of Regression Analysis 
4.4.1 Individual parameter significance test (t test) 
 The statistical t test basically indicates how far influence of each 
independent variables individually in explaining variations of dependent variables. 
In regression the effect of Growth Regional Domestic Product (GRDP), 
education, unemployment, human development index (HDI) and minimum wages 
to poverty in West Nusa Tenggara in 2012-2017, with α = 5 percent and degree of 
freedom (df) = 54 (n-k = 60-6), the value of t table equal to 1.657 and with α = 5 
percent obtained t-table value of 1,288. 
Figure 4.6 
Main Regression Result The Influence of Gross Regional Domestic Product, 
Education, Unemployment, Minimum Wages and Human Development Index 









Source:  Result of data processing with eviews 9.0 
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Result of Individual parameter significance test:  
a. Influence of Gross Regional Domestic Product (GRDP) to Poverty Rate in 
West Nusa Tenggara province 
The regression result above shows that the GRDP variable has coefficient -
0,0818 with  probability value is 0.3193, this value is greater than the 
value of α (0.05), then the individual GRDP variable does not has 
significant effect to poverty in West Nusa Tenggara province. Regression 
Coefficient value - 0,0818 % show that GRDP has a negative influence to 
Poverty Rate in West Nusa Tenggara province. This means that if there is 
an increase of GRDP by 1% , it will cause a decrease in poverty rate value 
of 0,0818 %. 
 
b. Influence of Education to Poverty Rate in West Nusa Tenggara 
The regression result above shows that Education has coefficient -1,1295 
with probability value  is 0,0622 this value is bigger than α (0.05), then the 
individual education variable does not has significant effect on poverty in 
West Nusa Tenggara province. Education coefficient value -1,1295 shows 
that Education has  negative influence to Poverty Rate in NTB province. 
This means that if there is an increase of Education by 1%, it will cause a 
decrease in poverty rate value by 1,1295%. 
c. Influence of Unemployment to Poverty Rate in West Nusa Tenggara. 
 The regression result above shows that Unemployment has coefficient -
0,0388 with pobability value is 0,6702, this value is bigger than the value 
 of α (0.05),  then the individual Unemployment variable does not has a 
significant effect on  poverty. Unemployment Coefficient value -0,0388 
show that Unemployment has a negative influence to Poverty Rate in West 
Nusa Tenggara province. This means that if there is an increase of 





d. Influence of Minimum Wages to Poverty Rate in West Nusa Tenggara 
The regression result above shows that Minimum Wages has coefficient of 
0,5561 with the probability value of the Minimum Wages variable is 
0,3038, this value is greater than the value of α (0.05), then the individual 
Minimum Wages variable does not has significant effect on poverty. 
Minimum Wages Coefficient value 0,5561 show that Minimum Wage has 
positive influence to Poverty Rate in West Nusa Tenggara. This means 
that if there is an increase of Minimum Wages by 1% , it will lead to an 
increase in poverty rate value by 0,5561%. 
e. Influence of Human Development Index (HDI) to Poverty Rate in West 
Nusa Tenggara province 
The regression result above shows that HDI has coefficient -2,9565 with 
probability value is 0.0000 this value is smaller than α (0.05), then the 
individual HDI variable has a significant effect on poverty. HDI 
Coefficient value -2,9565 show that HDI has negative influence to Poverty 
Rate in West Nusa Tenggara. This means that if there is an increase of 
HDI by 1% , it will lead to a decrease in poverty rate value by 2,9565%. 
 
4.4.2 Simultaneous Significance Test (F test) 
 Testing of the influence of all independent variables in the model can be 
done by simultaneous significance test (F test). F statistic test basically indicate 
whether all independent variables included in the model have a simultaneous 










Simultaneous Significance Test Result The Influence of Gross Regional Domestic 
Product, Education, Open Unemployment, Minimum Wages and Human 
Development Index Toward Poverty Rate in Districts or Cities in NTB Province 
2012-2017 
Source: Result of data processing with eviews 9.0 
 Simultaneous test is shown with the value of F statistics. In the result 
above Statistics value 8.701480 with a Probability value of 0.000000 where 
Probability F Statistics <0.05 (α), so it can be concluded that accepting H1 in the 
simultaneous test, it means that all the independent variables simultaneously have 
significance effect to dependent variable. GRDP, Education, Open 
Unemployment, Minimum Wages and Human Development Index variables 




4.4.3 Coefficient Determination test  
 The coefficient determination (R-Squared), measures how far the ability of 
the model in explaining the variation of the dependent variable. The coefficient of 
determination is zero to one. A small R-Squared value means that the ability of 
the independent variable in explaining the dependent variable variation is very 
limited. A value close to one means that the independent variables provide almost 
all the information needed to predict the variation of the dependent variable. 
Figure 4.8 
Coefficient Determination Test Result: The Influence of Gross Regional Domestic 
Product, Education, Open Unemployment, Minimum Wages and Human 

















From the regression results above influence of Gross Regional Domestic 
Product, Education, Open Unemployment, Minimum wages and Human 
Development Index on Poverty in West Nusa Tenggara province in 2012 - 2017 in 
figure above, the R-Squared value is 0.730249. This means that 73.02 percent of 
the poverty variation in district or cities in West Nusa Tenggara can be explained 
by the variation of five independent variables namely GRDP, Education, 
Unemployment, Minimum Wages, and Human Development Index. While the 
remaining 26.98 percent are explained by other variables outside the model. 
 
 
4.5   Results Interpretation and Discussion 
4.5.1 Influences of GRDP, Education, Open Unemployment, 
Minimum Wages, and Human Development Index Toward Poverty  in 
West Nusa Tenggara Province Year 2012-2017 
 In the regression the influence of gross regional domestic product, 
education, unemployment, minimum wages and human development index 
toward poverty in West Nusa Tenggara (NTB) province in 2012-2017, using the 
FEM method, obtained regression coefficient values for each variable in the study 
with the following equation: 




Interpretations of regression result the influence of Gross Regional 
Domestic Product (GRDP), education, unemployment, minimum wages and 
human development index (HDI) toward poverty in districts or cities in West 




GRDP and Poverty Rate 
 GRDP variable shows a negative sign but insignificantly influence Poverty 
in West Nusa Tenggara province. The increasing in GRDP by 1% will reduce 
poverty by 0,0818 percent.  These results are in accordance with previous theories 
and research which became the theoretical basis for this study. Which according 
to Hermanto and Dwi (2006) revealed that growth has a negative and significant 
effect on poverty, but the magnitude of the effect is relatively small. They 
formulated that the importance of accelerating economic growth to reduce the 
number of poor people. Because with rapid economic growth, the amount of 
poverty in an area can be diminish. Moreover, Mankiw (1995) the existence of 
economic growth means that there is an increase in production, thereby increasing 
in production which in turn will reduce poverty. Furthermore GRDP is one of 
indicator of the success of regional development. The insignificance of GRDP in 
influencing poverty can also be seen based on the data that the increase in the rate 
of GRDP in West Nusa Tenggara (NTB) province from 2012 to 2017 is 
accompanied by a slow decrease in poverty rate in West Nusa Tenggara province. 
The number of poor cannot be reduced substantially without further, faster growth 
that benefits the poor. The impact of economic growth on poverty in each district 
or city in West Nusa Tenggara (NTB) province depends highly on the conditions 
of growth that are prevailing in an economy. The economic growth without 
equality of income is not able to reduce poverty. 
Education and Poverty Rate 
 Education variable is proxied by the magnitude of literacy level show a 
negative sign and does not has a significant effect on the Poverty Rate in West 
Nusa Tenggara (NTB) province. The Increasing literacy rates as an indicator of 
education by 1 percent will reduce poverty by 1.1295 percent. These results are in 
accordance with previous theories and research which became the theoretical 
basis for this study. Which according to Gaiha (1993) education plays an 
important role in the welfare of a person in varies of different ways. Education can 
increase the ability of the population to obtain and use information, deep 
understanding of the economy, expand productivity, and give choices to the 
population whether they act as consumers, producers or citizens. Moreover, 
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education and income distribution are positively correlated with income during 
person's life. This correlation can be seen especially in someone who complete 
university, will have income higher with workers who only complete part or all of 
elementary school education. Because the level of income is strongly influenced 
by the length of years of getting education, it is clear that the large income 
inequality will be even greater. Furthermore, According to Simmons (2001), 
education in many countries is a way to save ourselves from poverty. Where 
described by a poor person who expects good employment and high income, they 
must have a high level of education. But higher education is only able to be 
achieved by the rich. While the poor do not have enough money to pay for 
education to higher levels such as secondary schools and universities making them 
lack of skills and impact on being manual laborers. In addition, Hermanto S. and 
Dwi W. (2006) in their research on the effect of economic growth on decreasing 
of the number of poor people showed that the growth had a negative and 
significant effect in reducing poverty, but the magnitude of the effect is relatively 
small. While education affects negatively and significantly to poverty and has 
greatest influence. Hence, education process is very important in solving the 
problem of poverty. 
Open Unemployment and Poverty Rate 
The regression results generated in this research indicate that the open 
unemployment variable shows a negative sign and has insignificant effect on 
poverty in West Nusa Tenggara Province. Where an increase in the open 
unemployment rate by 1 percent does not increase poverty, but from the results of 
this study will actually reduce poverty by 0,0388 percent. These results are not in 
accordance with previous theories and research which became the theoretical 
basis for this study according to Sukirno (2004), the negative effects of 
unemployment are reducing the income of the community which ultimately 
reduces the level of prosperity. The decline in the welfare of the society due to 
unemployment will certainly increase their chances of being trapped in poverty 
because they have no income, furthermore Octaviani (2001) states that some 
households in Indonesia have a very large dependence on current salary. The loss 
of employment causes a reduction in most of the revenue used to purchases daily 
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necessities. In fact, not all unemployed people are always poor. Because the 
population included in the open unemployment group there are several types of 
unemployed, those who are looking for work, those who are preparing for 
business, those who are not looking for work because they feel it is impossible to 
get a job and the last are those who already have a job but have not started work. 
Among the four categories of open unemployment above that some of them are 
absorbed in the informal sector, like in NTB province job fields are dominated by 
agricultural sectors, so the agricultural workers enter into the category of open 
unemployment. Moreover, there are also those who prepare their own business, 
there are also those who are waiting for the start of work, and some are looking 
for job outside the city. Some labor has part time job but with income that exceeds 
people working normally, and where all of these groups included into the category 
of open unemployment. According to Arsyad it is wrong to assume that everyone 
who does not have a job is poor, while a full time worker is a rich. This is because 
there are workers in urban areas who do not work voluntarily for looking for 
better jobs that are better suited to their level of education. They reject the work 
that they feel is lower than their wish because they have other sources that can 
help with their financial problems. People like this can be called unemployed but 
are not considered poor. Another example, the number of workers who may work 
full daily, but still earn low income. While many informal sector workers work 
part time, but earn bigger salary. 
Minimum Wages and Poverty Rate 
 Minimum Wages variable shows a positive sign and insignificantly 
influence poverty in districts or cities in West Nusa Tenggara. Where an increase 
in minimum wages by 1 percent does not decrease poverty, but from the results of 
this research will actually increase poverty by 0,5561 percent. This result is not in 
accordance with previous theories and research which became the theoretical 
basis for this study. Which according to Acemoglu (2001), Minimum wages can 
improve the economic conditions of low wages workers, so that minimum wages 
contribute to reducing the poverty of workers affected by this regulation. 
Minimum wages shift the composition of employment to high earnings. This labor 
market regulation increases average productivity and can improve people welfare. 
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Whereas, based on the results of this research found minimum wages have 
positive and insignificant impact to poverty level. This happen because the 
majority of the people of NTB province are employed in the informal sector. The 
largest sector that supports the economy in NTB province is the agricultural 
sector, followed by services and trades. Whereas those sector are the informal 
sector. In informal sectors often find wages of the workers is lower than the 
minimum wages. The insignificance of minimum wages variables in influencing 
poverty can also be seen from the data that the increase in the Minimum Wages in 
West Nusa Tenggara from 2012 to 2017 is not always accompanied by a 
significance decrease in poverty in West Nusa Tenggara (NTB) province. 
Furthermore, Based on Law Number 13 of 2003 concerning Labor Force, the 
purpose of setting minimum wages is to improve the living standards of workers 
in accordance with their minimum life needs, therefore the determination of the 
minimum wage is based on the Minimum Life Need. In reality, the wages 
received by workers in most regions are lower compared to the Minimum Life 
needs due to price increases. The increase in minimum wages lead to higher labor 
costs and the firms respond to this by increasing commodity prices. A rise in the 
commodity prices reflects the increase in consumer expenditure that would be 
required to purchase the same types of goods and services as before the minimum 
wages. On one side, the minimum wages benefit only formal workers with an 
employee status but on the other side, informal workers should allocate more 
expenditure on consumption due to higher commodity prices.  
Human Development Index and Poverty Rate  
 Human Development Index (HDI) variable shows negative signs and 
significantly affect poverty rate in West Nusa Tenggara province. The increasing 
human development index by 1 percent will decrease poverty by 2,9565 percent. 
This result is in accordance with previous theories and research which became the 
theoretical basis for this study. According to previous research conducted by 
Singh (2012) revealed that HDI and per capita income have profound influence on 
the reduction of poverty. Effect of HDI and per capita income on poverty 
reduction is found significant and the impact of HDI on poverty is negative. 
Furthermore, according to Sen (1999) Poverty is not only about lack of income 
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also connect with the failure to achieve basic capabilities such as being adequately 
nourished, living a healthy life, possession of skills to participate in economic and 
social life, permission to take part in community activities. The consideration of 
HDI for reducing poverty is very important since HDI captures development in a 
very broad sense not just on the distribution of real income each individual but on 
the enhancement of some indicator of quality of life. The successful of 
development is not only about increasing people earnings but also increasing long 
life expectancy, broaden knowledge and skill, sense of secure for every 
individual, equality and social justice guarantee of available jobs. Furthermore, 
investments in education and health care will be more meaningful to the poor than 
the non poor (Lanjouw, et al,2001), because for the poor the main asset is their 
raw labor, the existence of cheap educational and health services will greatly help 



















CONCLUSION AND RECOMMENDATION 
 
5.1  Conclusion 
 Based on the analysis on the effect of Gross Regional Domestic Product 
(GRDP), Education, Open Unemployment, Minimum Wages and Human 
Development Index (HDI) toward Poverty Rate of West Nusa Tenggara (NTB) 
province by using Panel Data Analysis in the period of 2012-2017, the 
conclusions are as follow: 
1. GRDP variable has negative and insignificant effects towards Poverty Rate 
because it has the significance value -0,0818 with probability of 0,3193 > 
0,05. If the increase in GRDP rate rose by 1%, it would affect decreasing 
Poverty Rate by 0,0818%. It means each enhancement of GRDP in district 
or city will decrease poverty level. But the decreasing is not significant 
due to inequitable distribution of the GRDP growth. GRDP can guarantee 
to reduce poverty levels in districts or cities if the growth is accompanied 
by equitable distribution of income.  
2.  Education variable has negative and insignificant impacts towards Poverty 
Rate because it has significance value -1,1295 with probability of 
0,0622>0,05. If the increase in Education levels rose by 1%, it would 
affect decreasing Poverty Rate by 1,1295%. It means each enhancement of 
education will decrease poverty level. Education is a very important 
determinant of poverty. Education considers a crucial way to eradicate 
poverty by enhancing human capabilities. Improvement in human 
knowledge and skills may have more opportunities for better employment 
that lead to increasing earnings, raising productivity and raising living 
standard. 
3. Unemployment variable has negative and insignificant impacts toward 
Poverty Rate because it has significance value -0,0388 with probability of  
0,6702 > 0,05. If the increase in Unemployment rates rose by 1%, it would 
affect decreasing Poverty Rate by 0,0388%. It means that increasing in 
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unemployment is not always followed by increasing in level of poverty, 
due to not all people who included in the open unemployment groups are 
poor, those who are looking for work, those who are preparing for 
business, those who already have a job but have not started work, those 
who work in informal sectors, those who work part time, and those who 
quit job in order to get better job. All of them included in open 
unemployment group even they are not poor.  
4. Minimum wages variable has positive and insignificant impacts towards 
Poverty Rate because it has the significance value 0,5561 with probability 
of 0,3038 > 0,05. If the increase in Minimum Wages rose by 1% it would 
affect increasing poverty rate by 0,5561%. The increase in minimum 
wages lead to higher labor costs and the firms respond to this by increasing 
commodity prices. A rise in the commodity prices affects increase in 
consumer expenditure that would be required to purchase the same types 
of goods and services as before the minimum wages. On one side, the 
minimum wages benefit only formal workers with an employee status but 
on the other side, all people including formal and informal workers should 
allocate more expenditures on consumption due to higher consumer prices, 
minimum wages are commonly applied to formal sector while some of the 
poor absorbed in the informal sector may have income below minimum 
wages. Minimum wages may increase but it is always followed by 
increasing prices of goods and services, so even there is the increase in 
minimum wages still did not make major contribution in poverty reduction 
of each region in West Nusa Tenggara Province. 
5. Human Development Index (HDI) variable has negative and significant 
impact towards Poverty Rate because it has significance value -2,9565 
with probability of 0,0000< 0,05. If the increase in HDI variable rose by 
1%, it would affect decreasing Poverty Rate by 2,9565%. Human 
Development Index is very crucial indicator in improving people 
prosperity. Because what are includes in HDI are crucial needs as human 
being. By improving person health and education will affect to increase 
productivity, which in turns increasing revenues. 
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6. The simultaneous effect of each independent variable towards the Poverty 
Rate was done by the F-test. From the double linear regression analysis 
result, the independent variable was seen to have a simultaneous 
significant effect towards Poverty Rate. Therefore the test towards the 
hypothesis that state there was simultaneous effect of the independent 
variable towards Poverty Rate variable could be accepted. 
7. Poverty in regions in West Nusa Tenggara (NTB) are caused by variety of 
factors, including the low level of wages, high unemployment, slow 
economic growth and the difficulty to access health and education.  
8. Various poverty alleviation programs have been implemented in West 
Nusa Tenggara province such as regional expenditure budgets, community 
business loans, national community empowerment programs and poor 
student assistance. Nevertheless, the percentage of poor people is still high 
and has not met the target set by the NTB’s government.  
9. The problem of poverty is still difficult to overcome, because human needs 
are various. Poverty not only about lack of material things, but also have 
many primary aspect which is in the form of poor of asset, knowledge, 
















5.2  Recommendation 
 
Based on the previous issues the recommendations are as follow: 
1. Impose an employment policy by promoting job creation and improving 
the access of the poor to the jobs. Empowering the poor by training in 
fields needed 
2. The formulation of poverty alleviation programs needs to understand 
different poverty condition in each region. Poverty alleviation programs 
should pay attention to the existing poverty condition so that the 
implementation of poverty alleviation programs can be run more 
effectively. 
3. Increasing economic growth and income are important but not the only 
routes to poverty reduction. Those needs to be complemented by better 
access to basic education, better in absorbs labor forces, equal distribution 
of income, empowerment of the poor, and reduce social exclusion, 
insecurity and vulnerability.    
4. The education negatively affects poverty level. Therefore, the government 
should allocate more expenditure on education, health, public facilities and 
social security because those are very useful to help people in supporting 
their social and economic life. Such kind of expenditure by the 
government helps in enhancing human capabilities and improves the skills 
and productivity of the people. This help them improved human 
capabilities and increased job opportunities which in turn increased the 
income of the people and bring them out of the poverty trap.  
5. Connecting the rural poor to urban markets and getting the poor into better 
jobs is a good way to give access to the poor in promoting their potential. 
In addition, a concentrated effort is required to improve society life, 
enlarge job vacancies both in rural and urban areas, so that the poor can 
get better jobs. 
6. Local governments should pay special attention to poor people in terms of 
employment opportunities in their respective regions so that poverty levels 
can be reduced. 
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7. The local governments should improve the infrastructure so can make it 
easier for all people to run their economic activities. Increasing the 
quantity and quality of basic infrastructure such as public roads and 
sanitation will also increase the quality of life of the poor. 
8. The minimum wages positively affect poverty rate. The governments 
should also impose minimum wages for those who employ in informal 
sectors. Because most of the poor in NTB province work in agricultural 
and trade which are not included in the informal sector. Minimum wages 
concern for informal workers is very crucial in order to increase 
purchasing power which in turns increase prosperity. 
9. The local government should pay special attention on agriculture sector in 
order to rapidly reduce poverty. Since, in NTB province, majority of the 
poor live in rural area and employed in agriculture sector. Increasing 
agricultural output would encourage the economy and hence reduce 
poverty. 
10. Strategies are programmed by the government in order to reduce poverty, 
will not be implemented and achieve what are expected, if it is not 
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